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Tenth Annual Convention of the 
Investment Bankers Association 

of America 

October 31, 1921 

OPENING SESSION 

The President: Gentlemen, I know of no better way of opening 
the Tenth Annual Convention in New Orleans than introducing 
the first speaker on the program. We deem it a great honor today 
to have with us the Honorable John M. Parker, Grovemor of the 
State of Louisiana. He needs no introduction to our members 
from this city, but in introducing him to the delegates from other 
parts of the country I want to say that from all I have heard about 
him he b a business man — ^two-fisted and red-blooded. I know 
he has something very interesting to say to us. Governor Parker. 
[Standing applause,] 
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ADDRESS OF WELCOME 

Hon. John M. Pabkeb 

Gcnremor of Looinaiui, Baton Rouge 

Mr. Pk-esidenty you are the real live wires of the financial world. 
My instructions were to come here this morning and to discuss 
very briefly a few of Louisiana's possibilities. I feel that it is an 
imposition almost to keep you men here when I know you would 
rather be in the open air than listening to a lot of detail in regard 
to our state^ and still because we value you we welcome you here. 
We want you to know what we have. We want to give you some 
few statistics in regard to Louisiana. It is known in some portions 
of the country as a place where malaria and other conditions 
prevail, when as a matter of fact it is as fine and healthy a place 
as there is in the world. 

We have the largest sulphur mines in the world in this state, 
and we are producing the purest sulphur in the world. It is so 
pure that the Italian Government has raised the issue that where 
sulphur that is ninety-eight and five-tenths per cent pure is coming 
direct from the soil it was being manufactured instead of coming 
from the soil as tSie crude article. We have the largest salt mines 
in the world which are furnishing a great variety of salts, table salt, 
and packing house product salt, for cattle, and for other uses. 
We have vast areas of pine forests, and only in the last three weeks 
it was my privilege to go over a very liarge area of country where 
reforesting is being carried on in the long leaf yellow pine and the 
loblolly pine. With the elimination of the great natural enemies, 
the fires, and the razor back hog, on these cut-over lands the pine 
grows very rapidly. I went over a very large area with Honorable 
Henry E. Hardkey, who is an expert on this work, and he assured 
me that by reason of the way this work was being carried on 
and developed he would be able to run his saw mill, without 
accident, for all time. In other words, reforestation is being 
worked out in a remarkable manner in the state of Louisiana. 
Outside of this we have a number of industries in this state, 
including large paper milk, which in the past few years have 
been developing the use of this loblolly and soft pine, and it has 
been found to make the finest kind of material for shipping. 
Many car loacb of corrugated paper being sent to California for 
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the purpose of being used in crating fruits of all kinds, and other 
commodities. 

We have an area representing practically almost every variety 
of soil known in the United States. Louisiana is the greatest of 
all sugar producing states and will produce this season nearly 
800,000 tons of sugar in addition to the enormous amount of 
molasses and sirups and other good food articles that go all over 
the United States. 

We are amongst the largest of all rice producing states easily 
handling more, I think, than any two states and that again goes 
all over the country. 

We are where with the varied varieties of soil presented from 
the Arkansas line to the Gulf and from Texas to Mississippi, we 
comprise practically almost every soil known in the United States. 
Some of you might wonder why we have not gone ahead even 
more rapidly than we have, but we are just beginning to take 
advantage of our great natural opportunities and then of our 
natural resources. 

We have today the largest gas fields in the world, estimated 
by the United States Government as being worth more than 
$250,000,000. I have seen well after well brought in that would give 
from ten to as high as forty million feet of gas per day, and already 
we are wiorkikig on the great problem of bringing that gas from the 
oil fields and from the gas fields down the Mississippi River which, 
after being completed and consummated, as I hope to see within 
the next year or two, will mean that from here to Baton Rouge 
and to the end of the Appalachian range you will find the finest and 
cheapest manufaicturing section of the entire world because that 
gas would probably be sold at not exceeding 15 cents per thousand 
feet delivered at the factories, and the estimate made by Mr. 
Bane, who b the head of the United States Department of the 
Bureau of Mines, who was in my office a few days ago, was that 
this is the greatest gas field ever known in all history, and would 
undoubtedly last for fifty years or more because wells that have 
been in existence as high as two years instead of showing any 
depression in pressure, have materially increased their pressure 
and increased their flow of gas. 

We are the third state in the Union on the question of oil pro- 
duction and every week are bringing more and more wells. That 
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has been largely confined to north Louisiana and parts of south 
Louisiana but the character and quality of that oil is very varied. 
Some b what they call heavy oil, other Caddo light, and we have 
in this state invested in the oil industry and oil refining in the 
neighborhood of probably one hundred million dollars. That 
IS a reasonable estimate and then I call your attention to the 
further fact that only three days ago as I came from north 
Louisiana I saw another of the great pipe lines being built 
to transport that product quickly and economically from the 
refineries from which it goes all over the United States and all 
over the world. 

And then in New Orleans we have a great dty. We have 
a city that is struggling and striving not only to be one of the 
foremost ports, but I do not believe I am too optimistic when 
I tell you that the people of this city have bought millions of 
dollars worth of bohds and it is largely for their own benefit, but 
that gives us the great gateway of the entire west here and people 
can ship their products down the Mississippi River without 
congesting rail lines or transportation lines, and from our wharves 
deliver them and direct them all over the civilized world. 
[Applause.] 

In the handling of all of this work and the further fact that 
this is destined to be not only the port of import and export for a 
very large part of the central and middle west, we are not hurting 
or injuring anyone because we are handling these products on the 
basis of economy and on the natural God-given highway that 
crosses 29 of our states. 

We have set a new example in Louisiana. We are tr3ring to 
forget any such thing as politics and apply common sense and 
practical work. [Applause.] Our present dock board with the 
destinies of this city and this section in their hands are not com- 
posed of a single solitary politician. Mr. Hecht, the Pk'esident of 
the Hibemia Bank and Trust Company, is the President of the 
Dock Board with full plenary power, and in addition to that he 
has four of the most prominent business men in the city of New 
Orleans, each of whom accepted this office not for what was in it, 
not for political reasons but accepted it as a patriotic duty to the 
welfare of our people and the welfare of the entire state. 
[Applause.] 
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We want you, gentlemen, who are interested in bonds and in 
the sale of our bonds to see what we have here in this port. We 
want you to know that this is no ephemeral Board to be removed 
at the wish of any governor because our constitution wisely made 
this Board an overlapping Board, a Board running largely for six 
years on overlapping terms. There is no chance of any governor 
removing this Board except for bona fide cause, which I am certain 
never under any conditions will arise. We have gentlemen repres- 
enting the grain interests, gentlemen representing the manufactur- 
ing interests, the cotton interests, and each one of the vast indus- 
tries centered here is handled by business men, and with the 
further proviso as specified by me that under no circumstances or 
conditions am I suggesting a name to any one of them to appoint 
anywhere. I look to them to handle that just as they would handle 
their business on the lines of maximum efficiency and common 
sense. [Applause.] And when you go over to the cotton warehouse 
and the grain elevator that stands as the peer of any in this country, 
and then go over to see that canal that will give tidewater level for 
all of the products to be shipped anywhere, enabling vessek to 
come in and to load always on a tidewater basis and realize that 
you have a vast harbor here absolutely free from tropical storms 
or from any other hardships, a harbor that is composed of fresh 
water that kills off the teredo as soon as they attach themselves 
to the sides of your vessel and see that it has a facility with which 
to load and unload, see how when we work out the problems which 
confront us, all transportation lines working in closest connection 
with them to handle our products in and out on the most econom- 
ical lines and basis known anywhere, what a wonderful change 
you are going to have. 

Then I am going to digress just a second before closing. I 
believe we have in Louisiana, as I believe that we have all over 
the south, a body of men who have never been contaminated by 
that flood that comes to us from Europe of the lowest class of 
people with their isms, the bolshevist, the socialist, or any other 
kind of ist, because this country is not congenial to them. [Ap- 
plause.] I believe you gentlemen know that character and stamina 
is the basis on which you largely make your credits. I believe and 
know that the great west with all of its people, its agriculturists, 
are, as a rule, freer from these conditions than the east. I know 
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throughout the south they are, and I want to tell you, while it is 
distinctly out of place for a discussion of this kind, I have traveled 
in nearly every state in the Union, there is not a single parish in 
Louisiana that I have not been all over, there is hardly a southern 
state that I have not been over, and I find a reflex of those condi- 
tions which we are finding everjrwhere, a period of unrest on the 
part of people who have not financially done well, I find it largely 
amongst the agriculturists, I find it amongst those people who have 
been the heads of labor organizations, and I have had occasion 
within the last few weeks to express myself very strongly and 
clearly on that point; that is, to recognize the right of every man 
who wants to quit work to quit; to recognize the right of a man to 
put his own value on his services; to recognize hb right to join a 
union if he thinks that is for the protection of himself and his 
interests, and then put himself unqualifiedly on record that he 
has no right to interfere with any other man who wants to work. 
[Applause.] We have reached the point where we, as men, and you 
as financiers, might well look conditions squarely in the face. 
You are confronted with a large series of problems, and if you 
will scratch the surface, beneath you will find that the men who 
are the cause of it are men from the Old World who never have 
and who never will absorb American ideals or American viewpoints. 
You will find plenty of these men acting as the leaders of these 
people in an e£Fort to turn them over en masse to this politician 
or that, or men who have no real interest in America. We are 
confronting this great danger today. We are too largely governed 
by politicians who keep their ears to the ground all the time 
and listen to what the bosses say and not to what the people 
need. [Applause.] The most valuable asset this country has, and 
the most valuable to the bankers and every single, solitary industry, 
is the character and standing of our people. Today more than ever 
we are confronted with a flood from those old countries whose ideals 
are not, and never can be the ideals of America. While we still 
have time and still have heed, let us not permit this country, 
which for one hundred and fifty years has been the only country 
on the globe ruled absolutely by its own people and which has had 
the courage of its conviction — don't permit these foretigners to 
come over here and in a year or two be naturalized and thus 
enabled to o£Eset the vote of men who have had to live here for 
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twenty-one years before they are given the power to vote. Don't 
permit ourselves to bring in a class of cheap labor or bring a class 
of people which are a menace to our institutions. Let us not allow 
the dollar to sway us a second in regard to that, because you are 
simply adding trouble to this and future generations. To my 
mind there is no more vital, important question today before all 
of our people. It is a problem whether our manhood is going to 
kt a small number of men control them and dictate to them, or 
whether we are going to stand up for what we know is right. 
When I first heard my lifelong friend Theodore Roosevelt refer 
to national welfare, it appealed to me as the greatest phrase 
I ever heard a man use, because in the- long run we are here but 
a very short time and are dead a very long time, and we all owe 
coming generations the same privileges we possess, which are due to 
the forethought and aggressiveness of our ancestors. Let us make 
this country broader, better and safer for those coming after us. 
I most graciously thank you; I welcome you to our city; I hope 
you will take an interest in it and see what we are doing down here, 
and any assistance we can render you at any time I assure you will 
be a pleasure to serve you to the limit of my ability. I thank you. 
[Applause.] 

The Presideni: I think I have all of the members of this Con- 
vention with me when I say that it would be a mighty good thing 
for this country if a few more of our State Executives and our men 
in office had the courage and conviction that Governor Parker has 
expressed here this morning. [Applause.] 

Gentlemen, the next thing on the program is the address that 
is supposed to be delivered each year by the President. 



20 TENTH ANNUAL CONVENTION 

ANNUAL ADDRESS OF THE PRESIDENT 

Rot C. Osgood 

Vice Pmident, First Trust and Saviogs Bank, Chieaco 

While this Tenth Convention of the Investment Bankers 
Association of America marks the decennial of our annual meet- 
ings it is not quite ten years since our organization was founded. 
The first convention was held at New York on November 21, 1912, 
about three months after the Association came into being. It has 
been the custom to hold these meetings early in October, but out 
of deference to the Louisiana climate and the comfort of our 
members we listened to the wisdom of our kind hosts in New Or- 
leans and decided the present time to be more propitious than an 
earlier one. Your splendid response in the way of attendance may 
be taken as a verdict of approval. 

I am glad we have met in the South at this particular time. 
The Philadelphia Convention in 1914 marked the beginning of 
the uncertainties foreshadowed by the great war. The Baltimore 
Convention echoed the sound of this country's entrance into the 
actual conflict. The Atlantic City meeting found us emerging 
from it into the more hopeful conditions brought about by the 
armistice. This Convention has come together at a time when we 
can surely feel that we have turned the comer toward sound busi- 
ness. 

The South, which has felt keenly the aftermath of war condi- 
tions, is itself turning the comer, is working its way out and looking 
forward with firm hope. We are happy in meeting here in a spirit 
of congratulation over this event. 

This Decennial Convention is held at a noteworthy time for 
the country at large. The greater uncertainties of our post-war 
adjustment are being resolved into certainties. A year ago we 
wondered how the country's business would weather the storm. 
We were then going over the top of expansion. Violent liquidation 
of prices had begun. Business men were not over confident. Our 
Federal Reserve System was heavily expanded. Securities were 
being put out at peak interest rates. The drop in prices and the 
forced Uquidation of inventories threatened ''quick asset" cove- 
nants to the breaking point. What are conditions now? If the 
Federal Reserve banks are an index of the situation, liquidation 
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is an accomplished fact. Business has turned the hardest comer 
in your experience and is pulling steadily on the up-grade. It 
is a time for firm belief and sound optimism. Our own business 
faces a return to normal with a bright prospect ahead. The present 
is no time for gloom. The pessimist has gone out of the security 
business and we all feel the next few years are going to be so busy 
he will be forced out of an occupation. The forward movement 
will call for all our thought and time. 

All this makes the present a good time to look backward as 
well as forward in our Association's history. There will be no better 
opportunity for introspection. I wonder if our honored founder 
and worthy first president, George B. Caldwell, realized what he 
was building when he laid the corner stone of our present structure. 
I for one think he had the vision of what could be built for he and 
those who worked with him laid a foundation that has not only 
safely borne the present building, but is strong enough and broad 
enough for building higher and higher. YiThen the organization 
was first discussed some wondered if the investment banker had 
problems so clearly separate from the discount banker as to warrant 
a separate association. It was first decided that the problems, 
while separate in many aspects, were so generally allied it would be 
well to become a branch of the American Bankers Association. 
This plan was not accomplished. After this came the sounder 
conviction of our founders that investment banking had a distinct 
and separate field of its own. Ten years experience has proved 
this to be true. We started with a few members, but we started in 
the right way and as the years passed and our accomplishments 
became evident our members increased until today we have about 
ninety-five per cent of the better investment bankers in the United 
States and Canada numbered in our membership. We have now 
the largest and strongest membership in the history of our institu- 
tion. We came to this convention with a large list of pending 
applications for membership. The formation of the Group organi- 
zations, which was completed in the past year, and the splendid 
spirit of zeal and cooperation they have exhibited have been largely 
responsible for the enhanced growth in the year I92I. Your Board 
of Governors in considering this situation has concluded that even 
greater care in admission to membership must be exercised and 
has decided to pass directly upon all applications after the Ad- 
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missions Committee has made its recommendations. If we are to 
continue our past and present accomplishments and are to maintain 
the country-wide recognition that has been so generously accorded 
us, we must not allow the Association to be weakened by any 
consideration of quantity rather than quality of members. Ad- 
mission to the Association has become a desired privilege and must 
be kept at a high value. 

Our Association has not only reached a position where the 
quality and numbers of its membership make for greater strength 
in accompUshing the purposes in view but where its finances are in 
equally excellent condition. At the very beginning those who were 
active as officers and committee members not only gave freely of 
their time in Association work, but paid their own travelling ex- 
penses as well. This policy not only made possible the beginning 
of real accomplishments when the organization was small and its 
financial means moderate, but a continuance of the same policy 
up to the present time has given us a treasury surplus free for 
emergency matters leaving us in sound financial condition for 
regular running expenses. Due to the financial foresight of the 
administrations that have gone before we found ourselves this year 
in a position to accomplish the work before us without encroaching 
upon our reserve, leaving it, as it should be left, to be used as 
occasion requires to finance those policies that may call for an 
expenditure in any one year beyond the amount raised by the 
annual dues. 

I have touched upon the question of membership and finances 
particularly because I think their condition deserves more than 
usual attention at this time. In this connection the constant and 
excellent work of the Admissions and Finance Committees deserve 
particular credit. But with all that they have accomplished their 
work has been rendered infinitely more productive of fine results 
through the able and ever efficient services of our good Secre- 
tary, Frederick R. Fenton, and his staff of assistants. I think the 
Investment Bankers Association of America can well a£Ford 
to indulge in self congratulation at being able to retain over 
a continued period of ten years in this office the services of 
one man who has been able, through his untiring energy and 
loyalty, to maintain the working centre of the Association at so 
high a standard. 
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The recognition that has been so freely accorded to the work 
of the Association is due to the untiring and excellent work of 
its committees under the supervision of the Board of Grovemors. 
During the sessions of theconvention these committees will endeav- 
or to put before you a summary of what they have done and are 
still doing. You may not realize it, but often the reports of these 
conunittees are notable for what they leave unsaid. Some of the 
best things the Association has been able to accomplish have ap- 
peared in a number of successive committee reports through but 
slight reference as a report of progress. Undoubtedly some of our 
members have wondered whether real progress has been made 
toward accomplishing definite results in any field. There can be 
no doubt, however, to anyone who has had opportunity for careful 
study of the problems confronting us from year to year that real 
progress has been made. Some of the things that are necessary of 
accomplishment can be solved in a comparatively short period of 
time. Others, however, are continuing problems and results must 
be measured by a constant application of e£Fort and be found in a 
steady betterment of conditions. The Association has never gone 
backward and every year accounts for one further step toward 
solving the internal and external problems confronting the business 
of our members. We are growing stronger every year and I feel 
confident that in the future as in the past the policy of our Associa- 
tion will be maintained on those broad lines that have made for 
real progress. 

Standing at the decennial mark of our growth it seems appro- 
priate to indulge in some self analysis and I would like for a few 
moments to have you consider a few of the broader aspects of your 
collective relation to the security business. The members of our 
Association occupy a separate and distinct field of financing. 
Theirs is the problem of long term finance as distinguished from 
that of ordinary commercial banking. Theirs is not alone the 
problem of financing industrial organizations, but that of govern- 
ment and municipal financing as well. Nor do they approach the 
problem from the single angle of sellers or merchandisers of securi- 
ties. Many of our members confine their business to the origi- 
nation of securities and selling them to dealers. Others occupy the 
double position of both originating securities and selling them 
directly to the public. Many others confine their business to buy- 
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ing securities already issued and selling them to the public. Al- 
though this is familiar to you all as a part of your daily business I 
call attention to it in order to focus your minds on some of the du- 
ties and responsibilities growing out of this state of facts. Standing 
as you do between the maker of securities on the one hand and the 
investing portion of the public on the other, your duty as invest- 
ment bankers becomes a double one and the responsibilities that 
arise from this two sided contact o£Fer a field of constructive e£Fort 
that calls for your best thought and energy if the future of this 
Association is to continue one of real accomplishment. In order 
to have the thought more concretely in your minds I am going to 
outline some of these duties as I see them. 

First there comes the problem of better securities. A considera- 
tion of this brings to the foreground the relation between the 
banker and the issuer of securities. It is in this respect that the 
investment banker must consider his responsibilities as a financial 
adviser. Even here, however, where the first consideration is that 
of constructing securities on sound financial lines the public or 
investors' side of the problem cannot be ignored. After all the 
structural qualities have been considered from the borrowers' 
standpoint there is left the great factor, the market. Will the 
public buy the security and ought it to buy such a security? YiThile 
the public's side of various classes of securities may have common 
aspects, which I shall allude to later, the problem of these classes 
from the viewpoint of the originator varies with the class. Muni- 
cipal and corporate obligations have their separate aspects that 
call upon the responsibilities of our members in varying degrees. 
Corporate obligations even in themselves present different prob- 
lems as they are viewed from the needs of utilities, from the needs 
of the coDununities or the needs of industrial development. Then 
again these classes of securities present a different problem if they 
are foreign rather than domestic. The structure of all securities 
is made up of three elements: First, the law; second, business or 
economic policy, and third, the market. The investment banker 
has a positive duty in each of these phases. 

For a moment consider some of our duties relative to the law. 
In the field of government, state and municipal securities, the law 
is the main consideration. Do the laws already on the statute 
books enable the issuance of sound securities? If they do not we 
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have a clear duty to urge their reform until they do. Do they 
reflect a wise financial policy? Here are involved all the varied 
problems of fiscal finance and questions of proper constitutional 
provisions. There are often involved proposals of the cure-all 
type of legislation based upon a popular demand of the moment 
with all the usual economic fallacies that follow in their train. 
Unless these are vigorously opposed they find their way into legis- 
lation to the detriment of sound financing and the public good. 
The problems of taxation have a continued bearing on the structure 
of this class of securities. It becomes our duty to o£Fer Congress 
and the legislatures of the states the best counsel that can be af- 
forded by the collective ability and experience found in our mem- 
bership. During the history of our Association the thinking 
members of these le^Iative bodies have come to realize that we 
have a duty in this regard inasmuch as practically all seciurities of 
this character are bought by our members and sold to the public. 
I have often wondered how fully the citizens of a municipality 
realize the time and expense that the community saves by being 
able to sell all of its securities at one time and price so that the 
proceeds may be available as it needs them. In these phases of 
the problem the aid and counsel of our Government Bond Com- 
mittee, Municipal Securities Committee, Taxation Committee 
and Legislation Committee have been both sought and offered 
freely. In this work we have had the cooperation not only of 
governmental agencies, but of other organizations as well. We are 
also brought into close contact and have a similar duty with legis- 
lative provisions affecting the issuance of public utility and railroad 
securities. This work has been effectively handled through our 
Public Service Securities Committee and our Railroad Securities 
Committee. In the case of government and municipal obligations 
the law becomes almost the entire consideration because in its 
terms are found not only the powers and restrictions upon the 
issuance of securities, but the boundaries of the economic policies 
as well. In the case of railroad and public utility securities the 
structure depends upon a mixture of both law and private contract 
in a more nearly equal degree with the limitations upon economic 
policy depending often as much on the one as the other. 

In the case of corporate business obligations the law becomes 
more of an expression of the limits of private contract and contains 
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less of an expression of economic policy. The business economics 
in this case can be left more to the parties themselves and can be 
brought out in the contract for the issuance of the obligations. 
This places even a greater and more definite responsibility upon 
the investment banker as a financial adviser. The judgment of 
such a banker here may be followed more freely. The main con- 
sideration is the financial plan of the issuing corporation. Is it 
sound in principle? Are the individuak capable of conducting 
the business? Are they properly organized? Will the method of 
financing help or injure the business? All of these questions, and 
many others that will readily occur to you, point out your respon- 
sibilities in such a situation. One of the problems that confront 
you here is that of the contract between the borrower and the 
investor. Is it too liberal or too stringent? Does it compare well 
with forms that have become recognized as standard so that the 
securities may have a broad market whether viewed as an invest- 
ment holding or valued for collateral? Do they protect the investor 
as well as the borrower? Are the obUgations misleading to a 
believing public either in form or title? Is the agreement full of 
what has come to be recognized and frowned upon as "window 
dressing** ? Do the protective agreements and the securities them- 
selves tend toward simplicity and better comprehension on the part 
of both the borrower and investor, or are they clouded by a fog of 
incompetent, prolix and uncertain phraseology that only the coun- 
sel who draw them can understand when they are drawn and is 
himself doubtful about six months after? Are the financial state- 
ments of the borrower frankly and clearly presented? Some of 
these problems have been considered by your Industrial Securities 
Committee, Irrigation Securities Committee, Marine Securities 
Committee and Real Estate Securities Committee. They all 
present plenty of work for the future. They and many others 
like them deserve your thoughtful consideration. 

The duties that face us in the case of domestic obligations 
probably are present in even greater measure in foreign obligations 
whether governmental or of quasi-public or private character. 
Even our members themselves are less familiar with the laws and 
customs under which they are issued. The duty here perhaps is 
more to the public and their fellow investment bankers. It is not 
so feasible in the case of these obligations for our members to bring 
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to bear as much constructive criticism upon the legislation under 
which they may be authorized, so that corrections of fundamental 
defects are less easily effected by them. It follows that there must 
be a closer study not only of the purposes for which such securities 
are issued but of the laws, customs and business practices surroimd- 
ing them. This is one of the prime duties that are more presently 
confronting us because we are undoubtedly in the foreign security 
market to stay. Our committee on Foreign Securities has under 
consideration many of the problems involved and its work for the 
future calls for your aid in solving the questions connected with 
these responsibilities. 

The market aspect of the structure of securities brings out the 
duty of the investment banker to the public. I think that most 
of those who are engaged in the distribution of securities feel more 
and more the great responsibilities that rest upon them in this 
regard. The problems presented by this side of our business call 
for the consideration of many questions. In this connection our 
duty is both general to the public and particular to the individual 
investor. What security is suited to the investor under considera- 
tion? If the investor is a corporation what ought it to buy, having 
in view the purpose of its organization? If it is a charitable or 
public benefit organization, our duty to sell one class of securities 
ought not to give way to a desire to sell anoth^ class that affords 
a greater profit. Is the investor a woman; a person of small or 
large means; a business man capable of judging and analyzing a 
given investment or a person dependent entirely on your own 
respresentations? All these aspects of the case bring out varying 
duties and responsibilities to the individual investor which are a 
part of the every day business of the seller of securities. His 
permanent business success is dependent upon the care and con- 
sideration he brings to their solution. 

To the general public we have many clear duties. So far as 
the structure of securities may be a^ected by legislation we have a 
clear duty to give the public the best of our experience. There is, 
however, one public duty that stands out beyond all others and 
that is to do all in our power to protect the public against unsound 
securities. This duty must of course be exercised first in our own 
organization by making and dealing in only those securities that 
are sound in principle and then seeing that the truth is told about 
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them when they are sold. The next duty is to scorch out so far as in 
our power the dealer in fraudulent and false securities. This is a 
duty which confronts us particularly at this time. During the war 
there was created, through the sale of liberty bonds, the greatest 
body of individual investors ever known in the history of this 
country. These investors have been a constant prey of the crooked 
dealer who endeavors to sell them worthless securities in exchange 
for their government bonds by methods familiar to you all. We 
helped sell the liberty bonds and helped make these people invest- 
ors and it is as much our duty as it is that of the Treasury and the 
Federal Reserve Board to see that they are protected so far as it 
may be possible either by agencies created by law or by such 
volunteer effort as will aid in clearing the country of these crooked 
dealers. Even if duty alone were not sufficient consideration our 
self-protection in business ought to be incentive enough. The 
elimination of false and fraudulent securities can be brought about 
not only by repressive means, but by the better education of the 
public in regard to what constitutes sound securities. In addition 
to aiding in the passage of sounder protective legislation and 
affording better cooperation with the public officials, all this can 
be helped by the better education of salesmen, better advertising 
and a close cooperation in bringing the crooked deal to light and 
causing the dealer to be punished. The Fraudulent Securities 
Committee, Publicity Conounittee, and Education Committee 
are steadily working to this end and need all the help you can 
give them. 

We also have our own internal problems in which all these 
things are involved. I have a strong feeling that the ethics of the 
dealings among ourselves are constantly reaching a higher plane. 
It is natural in the evolution of any business for evils to creep in. 
Some of them through the very nature of competition itself become 
customs in spite of their general condemnation. Many of them 
grow out of carelessness or thoughtlessness. A collective considera- 
tion of these evils is alone a hopeful sign even if they cannot be 
eradicated all at once. Some of them have be«i studied and the 
result of the study has been seen in a marked improvement of 
business relationships among our members. Your Syndicate 
Agreements Conunittee has ably considered some of these matters 
and made clear-cut decisions and helpful reconunendations. Your 
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Committee on Ethics and Business Practice stands ready to help 
carry them into effect. 

We have sometimes been asked even by dealers themselves, why 
is the Investment Bankers Association of America actively inter- 
ested in this or that public problem which at first glance seems out- 
side the natural scope of its activities? I have tried by what I have 
said to indicate to you in a brief manner the answer to the question. 
It is because the natural duty of the investment banker touches at 
so many points, that his representatives in your Association deem 
it advisable to take an a^ive interest in these matters. Our ac- 
tivities are perhaps justified as well as made necessary by the pecu- 
liar nature of our business relationships. Do you know of another 
business organization of country-wide activity such as ours whose 
members repeatedly become partners in their every day transac- 
tions? In the syndicating of securities our members constantly 
enter into partnership with each other. This is one reason, if there 
were no others, why we need to keep our membership clean, our 
policies broad and our ideals high. It also explains why we can 
accomplish so much — ^we have formed close acquaintanceships and 
solid friendships even though as individuals we may be country- 
wide apart. Such an organization built on such lines need have 
no business fear in clean thinking, plain speaking and striking hard 
for the things that are right. 



The President: Gentlemen, will you now listen to the report 
of the Secretary? 

The Secretary: Mr. President and Grentlemen of the Con- 
vention : I am going to make a statement that I think you will be 
more interested in than any that has been made before, I am not 
going to read the report, but I am going to submit it in writing. 
[Applause.] 

For your further information I will state that the long report, 
such as you have been listening to at past conventions, is all 
printed and in my office and is being distributed now. 

The Secretary has a lot of things that he would like to say to 
you, but he will put them in writing. Thanking you for your 
dose and hearty co5peration in the past year, the Secretary is 
through. 
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The PrenderU: I can see by the smiles on your faces, and 
by the applause, that the Secretary's rq>ort is appreciated. I 
want to say that you will find that the Secretary's report is 
well worth reading. He has tak&i great pains to review the 
history of the organization at this its tenth annual meeting, 
and you will find many things that are interesting in that report. 
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TENTH ANNUAL REPORT OF THE SECRETARY 
AND REVIEW OF TEN YEARS OF PROGRESS 
OF THE INVESTMENT BANKERS ASSOCI- 
ATION OF AMERICA 

To THE OfEICERS AND MeMBEBS OF THE 

Investment Bankers Association of Amebic a: 

It becomes my duty at this time to present the aimual report 
of the Secretary's Office. In addition to the report for the current 
year ended August Sl» 1921» I am submitting and making a part 
of this report a review of the Association's activities since its 
organization on August 8» 1012. 

Bulletin Service 

The Association continues to maintain the "I. B. A. of A. 
Bulletin" as its official organ. During the past year, however, the 
character and make-up of the Bulletin has undergone somewhat 
of a change. In conjunction with the Publicity Committee, the 
Secretaiy's Office has published contributions from members of 
the organi2sation on subjects relating to the everyday business of 
the investment bankers. These articles have brought forth some 
helpful discussions and have tended to make the Bulletin more 
of an open forum. During the past year we have issued twelve 
Bulletins and three supplements, totaling four hundred and thirty- 
eight pages. The supplements have contained the lists of legal 
papers and opinions deposited with the United States Mortgage & 
Trust Company and have been distributed only to the members. 

During February of the past year we presented each member 
of the Association with a binder in which to file the Bulletins and 
circular letters as issued from the Secretaiy's Office. We believe 
that this was a distinct service in that it furnished a means of 
keeping in one cover all of the communications from the Associa- 
tion. 



The Chairman of the Membership Committee will present to 
this meeting a detailed report of the activities of that conunittee 
in passing upon amplications for membership during the past year. 
It is not my desire to encroach in any manner upon the premises 
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of this committee and whatever comments I have to make will 
be merely general in character. 

During the past year ninety-six houses have been admitted 
to membership in the Association and there are today on file 
before the conunittee a large number of applications awaiting final 
action. Your Secretary believes that the Membership Committee 
should be highly complimented for the way in which it has handled 
applications during the past year. It has been the duty of the 
Secretary to carry on the necessary investigation, secure the 
necessary circulars, communicate with the groups as to the stand- 
ing of the house and to receive and record the ballots of the 
individual members of the Membership Committee. This in- 
formation in turn has been transmitted to the Chairman of the 
Conunittee for final approval. The chairman of the committee 
in turn places the same on file in the Secretary's Office to be 
brought up before the Board of Governors at its subsequent 
meeting for final review. 

The large increase in the number of applications filed has 
caused the Membership Committee considerable concern and has 
led to the question of limiting membership to be discussed before 
the Board of Governors. Many plans have been brought forth, 
but as yet no satisfactory solution has been presented. Obviously, 
it would not be correct to limit membership in the Association to 
a certain number. Under the circumstances, your Secretary feels 
that limitation should come by process of elimination and rigid 
examination such as has been carried on by the conunittee during 
the past year. 

The organization of groups throughout the country has been 
of distinct service in the work of the Membership Committee. 

Gboups 

As organized at the present time, the Association members 
are divided into sixteen groups with definite territory allotted to 
each. The groups have been of unquestioned assistance to the 
Association in three ways. 

Fint: The national organisation has been able to keep in touch 
with any given local legislation and to offer definite assistance in 
working out the national program. 
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Second: It has kept the membership infonned, through the r^ukr 
quarterly meetings, of the activities of the national Association. 

Third: It has tended to eliminate from membership any undesir- 
able house. The local groups are naturally in a position to give 
considerable advice to the national Membership Committee. 

Bltte Sky Summabieb 

Thirty-eight states of the union now have laws regulating the 
sale of securities. These laws lack uniformity and have for years 
been a great burden to the legitimate dealers in their desire to 
conform to all of the laws affecting their business. It has been the 
policy of the Association to distribute to the membership the 
text of all laws regulating the sale of securities but no attempt was 
ever made to compile the statutes in one volume. Accordingly 
this year the Board of Governors voted to present to each member 
of the Association an analysis and text of the blue sky laws of the 
country. This volume was prepared imder the direction of Reed» 
Dougherty & Hoyt of New York and distributed without cost. 
Upon payment of a small nominal annual fee, the members are 
able to keep this book up to date by means of a supplemental 
service. 

Financial Advebtising 

Through the medium of advertising the investment banker of 
today is enabled to present to the investing public the securities 
which he offers for sale. It has been felt for some time by those 
interested in the subject that the advertising of the investment 
dealer has not progressed with the same rapidity as the merchant 
offering othercommodities for sale. Mr. Howard F. Hansell, Jr.» as 
Chairman of the Publicity Committee, realizing that this was a 
problem which was having more serious consideration by members, 
has arranged a very interesting exhibit at this convention, of 
samples of advertising not only from the members of the Associa- 
tion, but the exhibit of the Financial Advertisers Association. 
Members are particularly urged to avail themselves of this oppor- 
tunity to examine the exhibits which are displayed in the registra- 
tion room adjoining the convention hall. 

In arranging for this exhibit the Conunittee on Publicity was 
aware of the fact that it was a distinct departure from previous 
years and it was not taken without considerable thought. The 
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response of the members to the invitation to display samples of 
their advertising has been exceedingly gratifying and has gone far 
beyond the expectations of not only the committee, but of the 
officers and Board of Grovemors. 

Finance CoiiMiTTEE 

To the Finance Committee of the Association f aQs the duty of 
passing monthly on all bills presented for payment, and to see 
that the surplus funds of the Association are properly invested. 
The conmiittee has met monthly in the offices of the Secretary. 

1920 Yeab Book 

The Secretaiy*s Office, in the regular course of business, dis- 
tributed to the members of the Association the proceedings of the 
1920 convention held in Boston. This volume followed the lines 
and style of previous years with which you are all familiar. 

Office Counsel 

In the everyday business of the investment banker many 
questions arise which have to be answered by legal counsel. The 
Association for some time has had at the disposal of members 
the services of Theodore Chapman, as Office Counsd. It is not the 
idea that this service should in any way supplant the counsel 
regularly retained by members. Bather it is supplemental thereto. 
For several years inquiries were made of the Secretaiy which 
practically amounted to a legal inquiry and as these inquiries grew 
in number the Board of Grovemors decided they should receive 
the consideration of legal talent, with the result that Mr. Chapman 
was retained. 

Questions of a general character are proper for submission to 
Office Counsel. All questions must be submitted to the Secre- 
tary's Office who in turn will transmit the reply of Counsel. 

Members are urged to take advantage of this service which is 
without cost. 

CONGLUBION 

The reports of the various committees will go into more detail 
and acquaint the membership with the activities of the past year. 
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These reports will all be included in the year book which will be 
prepared and sent to the membership later on. 

In point of membership, finances and activities the year just 
closed has been one of the most successful in the history of the 
Association. Respectfully submitted, 

Fredekick R. Fenton, Secretary 
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BEVIEW OF TEN YEABS OF PROGRESS 

In 1912 about one hundred investment bankers gathered to 
perfect the organization of the Investment Bankers Assodation 
of America. The organization meeting came about as the result 
of a growing f eding of the importance that the investmoit bank- 
ing business was assuming. 

There was a need for the Association at the time of its organisa- 
tion. Competition is recognized as an incentive in any line of 
business^ but in the investment banking business the individual 
houses aU over the United States and Canada have much in com- 
mon. The distribution of securities to the investing public is by 
nature somewhat cooperative. The forming of a syndicate is 
but the formation of a temporary partnership. 

With the increasing size of the issues offered to the public 
many problems were presented for solution, to say nothing of 
legislation in the several states of the union and in Congress. 

Public utility commissions and their rulings naturally affected 
the value of securities. All of these factors, together with many 
others, created the feeling that some organized effort must be 
made to bring together the Intimate dealers of the country. 

Thus the Investment Bankers Association of America came 
into being. 

The distribution of investment securities thirty years ago was 
carried on principally by houses located in New York, Boston and 
Philadelphia In those days the modem syndicate was unknown, 
in fact such a form of distribution really began to assume national 
proportions less than fifteen years ago. Ten years ago as corpor- 
ate financing developed, as municipal financing grew in amount, 
the dealers found it necessary to cooperate more closely in dis- 
tributing. Ten years ago it was estimated $1,557,146,000 in 
corporate securities and $400,000,000 in state and municipal 
securities were distributed to the investing public as compared 
with $1,826,408,000 in corporate securities and $1,030,000,000 in 
state and municipal securities in the past year. 

The integrity of the investments distributed at that time, for 
the most part, was not questioned, otherwise the popularity and 
the then prevailing rates of interest would not have been possible. 
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It was felt something should be done to eliminate defaults and 
losses. There was a feeling of the necessity of standing together 
as against an inviting field for the many houses daily springing up 
having little or no capital, likewise experience, and what was 
more little care for what they offered, beyond their ability to 
market and their immediate profit. 

Even before the Association was organized it was recognized 
there was need of standardizing laws governing the issuance and 
sale of municipal securities, those creating public service commis- 
sions, those dealing with taxation and many other statutes affect- 
ing the investment banker. Laws regulating the sale of securities 
were almost unknown and did not constitute a problem to face. 

The idea of an organized association of dealers came about as a 
matter of evolution, the result of conferences on other matters 
between eastern and western dealers. The organization meeting 
called in 1012 in New York did not show a rush of applicants — ^the 
larger distributing houses held back until the purposes and policies 
of the young organization were fully established. 

From the date of its organization until now, the Association has 
never deviated from the policies laid down by its founders — Greorge 
B. Caldwell, Lewis B. Franklin, Allen G. Hoyt, William R. 
Compton, Warren S. Hayden, C. T. Williams and the others who 
carried it through the first years of its existence. 

And now, ten years later, after a period of tremendous growth, 
not only in the size and number of issues offered to the public, 
but in the number of individual investors the Association still 
stands committed to its original policies of integrity and always 
the interests of the investors foremost. Today, however, it faces 
many new and important questions to be solved. 

Method of Operation 

The methods of operation of the Association and the manner it 
carries on its work and shapes its policies are radicaUy different 
from the average association. 

The policies of the Association are laid down by the Board of 
Crovemors and its officers and those policies are executed by the 
several committees of the Association. The conmuttees appointed 
each year are active in fact and not theoretically. Appointment 
as a member of a committee means work and travel in conferences. 
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It entails study and a large amount of correspondence. No indi* 
vidual is asked to serve unless willing to give of his time to the 
work to be undertaken. 

At present we have nineteen committees: 

Bunness Fndtiat and Ethics. Marine Secaritieii» 

Constitution and By-Laws. MembeEship^ 



Municipal Secorities. 
Finance and Auditing, Publicity. 

Foneign Seonrities. Public Service Securities. 

Fhittdulent Advertising, Raihoad Securities. 

Government Bond. Real Estate Securities. 

Industrial Securities. Syndicate A g ree men ts. 

Taxation. 



li^^slationt 

It might be well to emphasise one point which the average 
member may have overlooked. As a rule the chairmen of com- 
mittees are members of the Board. The advantage of this is 
obvious — ^at any meeting of the Board there is an established 
contact with the work of the conmiittee and a report of progress 
may always be had. 

The Association maintains no lobby at Washington or else- 
where in the interests of special legislation. Our public position is 
well known — ^we seek no private advantage. We represent the 
investors of the country as distributors of Intimate securities. 
When legislation comes up for consideration and it is felt the in- 
vestment bankers should be heard a special conmiittee is ap- 
pointed. 

With an active Board of Grovemors and conmiittees at work 
the Secretary is concerned in keeping in touch with all, in referring 
matters between conmiittees^ carrying out the programs mapped 
out and conducting the general business of the Association. The 
Secretary is a secretary in fact, and the duty of appearing at 
hearings and stating the position of the Association on any public 
question comes from the President, Board of Governors, or its 
committees. 

Gboup Oboanizationb 

As now organized the Association is prepared to meet any 
national or local situation without delay. Before the Group idea 
was put into force it was somewhat of a task to handle local legis- 
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lation and protect the interests of all. UsuaUy local committees 
were appointed with the result that much time was lost in per- 
fecting the organization of a working conmiittee and aUowing 
the committee time in which to familiarize itself with any given 
situation. 

Now, however, the Association has organized sixteen groups 
throughout the country, viz.: 

Calif oniia Group, New England Group, 

Central States Group, Northern Ohio Group, 

Eastern Pennsylvania Group, Ohio Valley Group, 

Michigan Group, Pacific Northwest Group, 

Minnfsota Group, Rocky Mountain Group, 

Mississippi Valley Group, Southeastern Group, 

New Orleans Group, Southwestern Group, 

New York Group, Western Pennsylvania Group. 

Membership in the local group is restricted to members of the 
national oi^anization, under a constitution laid down by the Board 
of Governors. Each group has its own officers and executive 
committee, the national association being represented by a mem- 
ber of the Board of Grovemors on the local executive conmiittee, 
if the national organization has a Governor or officer in that 
particular territory. 

Local matters are handled under the direction of the group, 
subject only to the general policies of the national association. 
The committees of the general association codperate with the 
local group toward the desired end. 

With the inauguration of the group system came a great in- 
crease in membership of the Association. Those houses outside 
of the Association at once realized the value of membership. 

Membership in the Association 

The Association stands conunitted to policies designed to pro- 
tect the interests of the investing public and the dealer in invest- 
ment securities whether within the organization or without. 

No house is admitted to membership until it has been subjected 
to a veiy thorough investigation. All applications must be en- 
dorsed by two members. The local group, in the territoiy where 
the applicant does business, through its executive committee 
voices its approval or otherwise; questionnaires are secured from 
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members in addition to the endorsers and copies of all circulars on 
issues over $100,000 handled during the preceding two years must 
be filed. No house is eligible for membership if not in business 
two years, unless the principals have had that length of experience 
and are recognized as bond men by the fraternity. 

Copies of the information gathered and circulars are trans- 
mitted to each member of the Membership Committee. The 
Committee votes for or against admittance. No final action is 
taken on any application after submission to the Committee until 
such action is reviewed by the Board of Grovemors. Inasmuch as 
the Board meets but four times annually, members are admitted 
only on such dates. 

Starting August 8, 1012 we carried one hundred and eighty-one 
Main and thirteen Branch office members on our rolls. Today 
we carry five hundred and fifty-five Main and two hundred and 
fifty-eight Branch office members, an increase in nine years of 
three hundred and seventy-one or 200%. Since September 1, 
1920, ninety-six houses have been admitted to membership. 

Thb Association and the Public 

The public in its day to day business knows little or nothing 
of the Association and the work which it has carried forward 
during the past few years. Neither is the public familiar with the 
present policies of the Association. 

The constitution of the Association prohibits the members 
from advertising the fact of their affiliation with the organization. 
The founders of the Association recognized the fact that the mem- 
bership must stand for only the highest standards and that its 
personnel should include only houses of unquestioned integrity. 
To permit the advertisement of membership as an eieisy method 
of reaching the public was deemed imwise. Through all the years 
that the Association has existed all attempts to change the con- 
stitution in this respect have been voted down. 

Membership today stands for certain definite principles; prin- 
ciples applying not alone to the class of securities handled by the 
members, but principles applying to the relation of one house to 
another. The investigations now carried on with respect to the 
admission of new members make it almost impossible for a house 
of questioned character to gain admission. 
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The Association carries forward no campaign for new members. 

The Association has been in existence sufficiently long to gain a 

reputation as to the position it occupies. The Association today 

represents 95% of the eligible investment banking houses of the 

United States. 

Past Adminibtrations 

I wish, at this point, to review just briefly the past history of 
the Association imder former Presidents. 

Mr. George B. Caldwell (then with the Continental and Com- 
mercial Trust & Savings Bank, Chicago) is known as the ''Father 
of the Association'' and was its president from 191f2 to 1914. 
The first year under the administration of President Caldwell was 
largely given over to the perfection of a working organization. 
The membership at the time comprised but one hundred and 
eighty-one Main offices. 

The Legislative Committee at that time endeavored to lend 
aid in framing the new income tax law and through its good work 
and that of counsel, did a great deal to get some features of the 
law changed to the advantage of both the government and investor. 

The Committee on Taxation undertook the study of a subject 
far reaching and full of deep interest. . The subject was so broad 
and so important that the first year was given over largely to 
research work. 

Members of the Association wiU recall that during President 
Caldwell's administration the Committee on Taxation, wanting to 
base its work on some careful study of its problem, presented an 
extended report which appeared in the form of a book entitled 
'Trindples of Taxation." 

The Committee on Public Service Corporations had little diffi* 
culty in finding a field for its efforts. One of the first things which 
the committee did was to issue a compilation of the laws of the 
various states having public utility commissions. This compila- 
tion was of value to all houses handling that class of securities. 
The Committee also gave its attention to cooperating with the 
conunissions throughout the country in putting into effect new 
ideas in commission regulation. 

During the second year of President Caldwell's administration 
the Association worked along more definite lines. Blue sky legis- 
lation had begun to appear in more states of the imion. It was 
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during this administration that suits to test the validity of the 
Michigan and Iowa blue sky laws were instituted in the Federal 
Courts. The lower Federal Courts handed down sweeping deci- 
sions holding the Michigan and Iowa laws unconstitutional. 

The Association on October 19, 1914 appeared at a hearing 
before the Interstate Commerce Commission in the 'Tive Per 
Cent Railroad Rate Case." A special committee of twenty of our 
most representative members dealing in railroad bonds was 
chosen, fifteen of whom went to Washington and presented 
evidence on the questions of the rise and fall in prices, condition 
of markets and possible future financing, the cost of which has to 
do with the annual fixed chaises and consequently the question 
of rates. The arguments were thereby broadened to a considera- 
tion -of the "shipper," the "carrier," the "investor," the three 
factors of prime importance in all railroad operations. 

The effects of the European war starting in 1914 were felt in 
only a small d^pree during the administration of President Cald- 
well. It is true that the security markets were demoralized for 
three months following the dose of the stock exchanges of the 
country. 

Mr. A. B. Leach of A. B. Leach & Co., Inc., New York, 
succeeded President Caldwell in 1914 and was president for one 
year ending his term of office at the annual convention in 1915. 

The Railroad Securities Conmiittee during the administration 
of President Leach began active work on a study of railroad 
mortgages. The problem was of such magnitude, involved such 
intricate questions as railroad accounting and management that 
it was not possible for the committee in one year to accomplish 
more than to map out a program and undertake some initial work. 
Among the questions considered by the committee, were the fol- 
lowing: 

Sinkmg fundfl, 

Maintenanoe charges. 

Stock without par valuer 

Long term bondfl. 

General mortgage or ref tmding iasues. 

John E. Oldham as Chairman of the Public Service Securities 
Committee was successful during this administration in arranging 
with the Lawyers Co-operative Publishing Company of Rochester 
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to undertake the work of editing, indexing, annotating and pub- 
lishing the decisions of the public utility commissions throughout 
the countiy. This was one of the distinct steps forward during 
the year. 

The Association having now become more permanently estab- 
lished was finding that its field of work led not only to the pro- 
tection of the investing public against ''get-rich-quick'* schemes, 
but as well to the consideration of many of the technical questions 
which the investment banker faced in his everyday work. Accord- 
in^y during this year it considered the problem of drainage bonds 
and the conditions which surrounded their issuance and sale. 
Consideration was also given to special assessment bonds. 

The Committee on Foreign Securities placed statistical in- 
formation regarding American securities at the disposal of financial 
houses and investors in certain of the large European centers and 
also devoted its time to securing reliable statistical information as 
to the finances of foreign countries for the benefit of the Association 
members. 

Since that time the Association has maintained in the large 
financial centers of Europe, the foUowiag publications: 

1. Standards StatisticB Bureau system of bond and stock informa- 

tion. 

2. Moody's Manuals. 

a. Moody's AnaJyaes of railroad and public service securities. 

With the retirement of Mr. Leach from the presidenpy, Mr. 
Lewis B. Franklin (then with the Guaranty Trust Co. of New 
York), succeeded him and continued in the presidency during 
1916 and 1917. During the first year of the administration of 
President Franklin, the Conmiittee on Reclamation Securities 
sprang into existence and throu^ its efiPorts issued a volume 
containing a synopses of all of the drainage laws of \h^ United 
States. 

Late in 1915 the Ohio blue sky law was attacked in the Federal 
Court of the state by dealers threatened with prosecution under 
it. The suits brou^t necessarily involved the important prin- 
ciples for which we had been contending and it was deemed 
necessary to the Association to obtain leave to file a brief before 
the court. The case was argued in Cincinnati and a decision 
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handed down in Fdmuoy, 1916 holding the law mio(Histitiiti<xial. 
This made a total of six federal dedsirais luideied by fourteen 
federal judges holding the so-called Uue sky acts invalid. In the 
Ohio brief, as in other briefs filed by the Aworiation, |»articular 
emphasis was laid on the principle that the buying and selling of 
securities could not be made the subject of discretionary license 
and controL 

A large piurt of the wori^ of the Association during 1915 and 
1916 was devoted to municipal securities legislation in different 
states, particularly in New Jersey and New York. The Asso- 
ciation should feel credited with having made it possible to obtain 
in New Jersey a sin^ standard bonding act based in large part 
on the proposal uiged l^ it. This act has done away with a great 
multq>lici1y of formerly conflicting statutes. It provides for the 
serial bond, maturity of which is limited to the life of the improve- 
ment for which the bonds are issued. 

In New York we cooperated in starting the movement for 
revised municipal bond l^islation and then placed our services 
at the disposal of the state and municipal authorities interested in 
the measures proposed. We were thus able to present the 
Association's recommendations to them and to cooperate in the 
a€*tual drafting of bills. Unfortunately the New York bill failed 
of passage at that time. 

The Association's work on the revision of the Federal Revenue 
Law, especially the income tax in this year was extensive and its 
results of much importance. On March 81, 1916 the Internal 
Revenue Department published a ruling holding that interest and 
dividends payable to non-resident aliens were subject to the 
income tax. Suit was subsequently filed to test the validity of 
this ruling and the decision handed down with judgment for the 
plaintiff for the full amount of the coupon without deduction of 
the tax. The judgment of the lower court was sustained by the 
appellate term on July S, 1916. ,; .^"^ 

The Association also obtained from the Department a formal 
ruling holding that members of a partnership were entitled in their 
individual returns to take their pro rata share of deductions of 
the income received by the partnership on municipal bonds. 
By far the most important work of that year, if we except the 
submission of the blue sky case to the Supreme Court was that 
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connected with the Federal Revenue Law. The matters involved 
included: 

Flnt: The proposal to do away with the system of "withholding at 
the source" on inteiest on corporation bonds. 

Second: A proposal to make more drastic and effective the mild 
provision in the former law directed against the use of the so- 
called tax free covenant. 

Third: Hie taxation of non-resident aliens and foreign corpwations 
on interest and dividends. 

Fourth: Hie taxation of partnerships as corporations. 

Fifth: An amendment of the income tax law urged by the Associa- 
tion with req>ect to losses in trade. 

Sixth: An amendment urged by the Association permitting the de- 
duction by members of a partnership of their pro rata share of 
intoest on municipal bonds and dividends from corporate stock 
received by the partnership. 

Seventh: Possible changes with req>ect to limited partnerships. 

Eighth: Changes with req>ect to the normal tax and surtax. 

Ninth: A possible amendment of the provision permitting cor- 
porations to deduct interest on indebtedness secured by collateral 
and subject to sale. 

Tenth: The new inheritance or estate tax. 

The first report of the Committee on Education was presented 
at the Cincinnati convention of the Association during President 
Franklin's administration. The first work of the Committee was 
to ascertain the sentiments of the Association and the work of the 
Committee during that year was largely in laying foundations for 
the work which has resulted in its issuance of six volumes on 
different phases of investment banking. 

The dose of President Franklin's last term of office came in 
1917, some six months after our entry in the European war. 
The country at that time was just beginning to feel the effects of 
European buying in our markets with a result that a new impetus 
had been given to the industries of the United States. 

^th the speeding up of our industrial life came the necessity 
for further financing on the part of corporations and this reflected 
itself in the work of the Association in the appointment of an 
Industrial Securities Committee which made its first report in 
November 1917. 

The most important event that occurred in the matter of legisla- 
tion took place when the Supreme Court of the United States 
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reversed the lower federal courts, holding the blue sky laws of 
Michigan, South Dakota, Iowa and Ohio to be constitutional. 
Federal taxation continued to have the attention of the Taxation 
Committee throughout the year. 

The Municipal Securities Committee in conjunction with the 
United States Mortgage and Trust Company of New York worked 
out a plan whereby members might file copies of legal papers and 
opinions relating to the issuance and sale of municipal securities. 
Any member by application to the depositary may secure certified 
copies of all papers upon payment of a nominal charge. The 
value of the institution of this system of filing will become more 
apparent as time goes on and investment banking houses retire 
from business. 

Mr. Warren S. Hayden, of Hayden, Miller & Co., of Cleveland, 
succeeded President Franklin in 1917, carrying the Association 
through the period just after our entry into the European war. 
During that year the Committees on Taxation and Legislation 
working through a joint sub-committee and in cooperation with 
our counsel, carried on a work of study and suggestion in relation 
to federal taxation dealing with proposals for new taxation and 
also with interpretation and administration of existing laws. 

The CommitteeonFraudulent Advertisingresponding on behalf 
of the Association to a request of the Capital Issues Conmiittee, 
developed a plan for so co-ordinating and stimulating the efiPorts 
of existing agencies federal, state and voluntary as to use effective- 
ly the data obtained by the Capital Issues Committee to the end 
that the distribution of non-meritorious securities could be 
stopped. 

The Municipal Securities Committee had special war problems 
notably as to the subjection to federal taxation of the income from 
municipal bonds. 

The Committee on Public Service Securities dealt with those 
trying questions rising from the diminished net earnings of the 
utilities and the war time restrictions upon issues of new capital. 

A special committee was appointed and took part in confer- 
ences at Washington when the War Finance Corporation Act was 
being considered by Congress. 

The needs of the federal government for means to cany on the 
war had now reached such a magnitude that it was necessary to 
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organize the liberty loan campaigns more systematically. We may 
well point with pride to the fact that of the twelve federal reserve 
districts throughout the United States, nine of the chairmen were 
from member houses of the Association. We may point with 
equal pride to the fact that ex-President Franklin became the 
Director of the War Loan Organization in Washington. The 
investment bankers of the countiy took a unique part in the 
financing of the liberty loans. The liberty loans were in direct 
competition with their own business, but notwithstanding this 
they not only sent men to the colors, but what was left of their 
greatly depleted organization was in turn, turned over to the 
government in order to make the Liberty Loan campaigns a 
success. 

Mr. V^^am G. Baker, of Baker, Watts & Co. of Baltimore, was 
elected to the presidenpy in 1918 and held office until the 1919 
convention. 

The Municipal Securities Conmiittee under his administration 
was able to secure new municipal laws in Georgia and Alabama. 
It was during the administration of President Baker that the rail- 
roads throughout the country were taken over under governmental 
control as a war time measure. This raised a great many problems 
which had the consideration of the Railroad Securities Committee. 
There was at the time a great deal of agitation throu^out the 
countiy looking to governmental ownership and to this end, the 
conmiittee devoted a great deal of study. If the railroads were 
to be returned to their original owners, it was thou^t they should 
be returned only under such changed conditions that it would 
insure adequate earnings. 

The Conmiittee on Public Service Securities during that year 
devoted its energies to the solution of questions relating to water 
power, wire lines, street railways, artificial gas and electric li^t 
and power companies. 

Mr. George W. Hodges of Bemick, Hodges & Co. of New York, 
succeeded li^^lliam G. Baker to the presidency in 1919. 

To President Hodges fell the task of carrying the Association 
through the early days following the signing of the armistice. 
That year the administration of President Hodges by comparison 
lacked much of the dramatic character of those immediately pre- 
both with regards the countiy and Association. 
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Probably the most important legislatioii passed during Presi- 
dent Hodges* administration was the Esch-Cummins law relating 
to railroads. For the first time during the thirty-three years 
of its existence the Interstate Commerce Commission was given 
responsibility of not only providing fair rates and service for 
shippers and travelers, but also for the maintenance of the financial 
integrity of the transportation corporations of the country. 

The Foreign Securities Conunittee under the chairmanship of 
Mr. Thomas W. Lamont, gave its attention to co-operation with 
the Council of Foreign Bondholders in London and appointed sub- 
committees to cooperate with foreign bankers on American, 
British and French securities. 

During all of these years the Education Committee had been 
carrying on its work quietly and had produced four books which 
were placed on sale. 

The Committee on Legislation devoted itself to blue sky legb- 
lation in the states of Maryland, New Jersey, Massachusetts, 
Rhode Island, New York, Louisiana, Kentucky, Indiana, Missis- 
sippi, Georgia, and also proposed federal l^islation looking to the 
regulation of sale of securities by the federal government. 

The Taxation Committee found itself confronted with a large 
program which dealt with the tax free covenant ruling, the tax- 
ability of municipal bond discount, the proposed amendment to 
the constitution permitting the levying of a tax on income from 
municipal and government bonds. The Committee also devoted 
considerable time to the Personal Service Corporation Act, Simpli- 
fication Act and the Soldiers' Bonus Bill. 

One of the outstanding developments under the administration 
of President Hodges was the institution of the group system. It 
had been felt for a great many years that the work of the Associa- 
tion could be better carried on throu^ the medium of local groups 
composed of members of the Association. 

Bulletin Service 

The 'T. B. A. of A. Bulletin'* has since the organization of the 
Association been the official organ of the Association. It has not 
been the purpose of the Bulletin to usurp any of the functions of 
the so-called commercial financial papers. The material which has 
appeared in the Bulletin has been what might be termed "cold 
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facts*' dealing whoUy with laws affecting the business of invest- 
ment banking, rulings or interpretations of those laws and such 
other information as might be of interest to investment bankers. 

All reference to matters purely personal has been eliminated 
from the Bulletin. No attempt was made to place it on par with 
financial magazines which would necessitate the soliciting of adver- 
tising/ The scope of the Bulletin has been considerably broadened 
with a result that many articles have appeared by various mem- 
bos of the Association which have operated more or less in the 
way of a discussion. These articles have been concerned mostly 
with advertising and the distribution of bonds. We are always 
seeking for new material which will provoke discussion and 
interest within the ranks of the membership. 

There has been at different times in the past, discussion as^ 
to the advisability of enlai^g the field of activity of the Bulletin, 
accepting paid advertising and placing it more or less in competi- 
tion with the financial magazines. We do not believe that any 
such step is politic. The Bulletin of the Association should con- 
tinue to cover its field of transmitting information to members, 
placing before them laws and rules and regulations interpreting 
those laws. We believe that the Bulletin can be so broadened 
that it can contain more of human interest and still not usurp 
functions of financial magazines. 

COXVENTIONS 

Since the organization of the Association the members have 
convened annually for the discussion of subjects of importance to 
the investment bankers of the country, to discuss ways and means 
for the better distribution of securities and to discuss questions 
of public finance and taxation so vital to investment banking. In 
addition the committees of the Association have submitted 
reports showing work carried forward during the year. 

The conventions have been one of the greatest factors in creat- 
ing new friendships, and permitting investment bankers in the 
various parts of the country to broaden their acquaintance. This 
in itself is an accomplishment not to be minimized. When several 
hundred dealers are brought together annually new business con- 
nections are certain to spring into existence. 

The selection of a place of meeting has been considered always 
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from the standpoint of the benefits to be derived from meeting in 
the cities selected. The conventions have not been allotted to 
dties on the basis of entertainment provided by local members, 
although the local members have always provided very attractive 
programs. 

Education Committee 

One committee in particular of the Association, deserves the 
unqualified thanks of the members for itd continuous labors for 
over five years. In 1916, Lawrence Chamberlain, Erastus W. 
Bulkley and the late Albert W. Bullard were appointed as members 
of the Education Committee. The Committee carried forward 
its program until the death of Mr. Bullard in 1920 and since that 
time Mr. Chamberlain and Mr. Bulkley have continued the work. 

Three years were spent in the preparation of a program and 
laying the foundations for a broad and comprehensive plan of 
work. The Committee has now completed six volumes which are: 



"Course of Study — Corporatbn Fmanoe and Investment' 

"Course of Study— The Stock Exchange Business" 

"Course of Study — ^Raiboad Securities" 

"Course of Study — ^Industrial Securities" 

Text — "The Legal Aspects of the Transfer of Securities" 

Text — "Individual and Corporation Mortgages" 



This by no means concludes the work of the Committee. 
Within the next year further books will be issued on public utilities 
and other subjects. 

The Committee, through the Secretary's Office, has communi- 
cated with 486 colleges and universities in all parts of the United 
States. Of this number 177 replied stating they offered courses 
in corporation finance and investment. One hundred and fifty- 
five did not reply and 154 offered no such course. The Committee 
distributed complimentary copies to the department having 
charge of this course of instruction. 

In this way the Association has established a point of contact 
with schools of learning and is thus enabled to be of service in 
presenting the viewpoint of the distributors of securities. 

The Pbess 

Since the organization of the Association we have cooperated 
with the Press of the country. The meetings of the convention are 
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open to all — ^there are no executive sessions — ^and the representa- 
tives of the Press are furnished with hourly verbatim stenographic 
copies of our daily proceedings. This service is without cost to the 
newspapers and so far as we know no other association of our size 
has attempted it. 

Harry Rascovar of New York has since the first convention 
acted as Director of Publicity and is known the country over as a 
genius for convention publicity organization. Unlike other 
organizations the representatives of the Press do not have to seek 
out individuals for interviews. By communicating with Mr. 
Rascovar, the man sought will be brought to the press repre- 
sentative. 

It is the purpose of the Press of the country to disseminate 
news to the reading public. And along that line we have since our 
organization not endeavored to break into print on every occasion 
for purely publicity and advertising reasons. We seek no pub- 
licity until we have something of interest to say, or a position to 
take, which advises the public of our attitude on particular ques- 
tions. 

This type of publicity alone is of value to any organization. 

What Membership Means to a House 

Membership in the Association cannot be measured by a dollar 
yardstick. The membership of the Association comprises only 
houses of known character. The principles upon which the 
Association is founded are well known; absolute integrity in all 
dealings with the investing public and among members, laws 
which protect the ri^ts of investors, uniformity of laws dealing 
with the purchase and sale of securities, keeping in mind always 
whether any legislation is for the best interests of the bond- 
holder. 

The members of the Association have all been subjected to a 
thorough investigation and no house is admitted except upon 
unanimous vote of the Membership Committee and approval by 
the Board of Governors. 

Membership means that when any question dealing with 
investment banking comes up for consideration it will be 
studied and handled in a collective manner, and at a minimum 
expense. 
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Work of thb CoioaTTEEs 

Lookiiig back over the nine years since our organization we find 
the great bulk of the work has been carried forward by the officers 
and committees. The original committees have since been en- 
larged in number, but not one has been dropped for want of a field 
of operation. 

Thus far 468 individuals have been called to committee service 
during the years since August 8» 1912. 

The personnel of the committees has been selected with 
deliberation and care exercised to select an individual who has a 
knowledge of the work to be undertaken. Committeemen are 
not selected on the basis of any name adding prestige, but on the 
basis of the qualifications and willingness of any individual to 
give of his time to the work of the committee. 

Officers and Governors 

Since our organization, 105 men have served as officers and on 
the Board of Governors. Membership on the Board or as an 
officer means the devotion of a lai^e amount of time in several 
ways, viz.; as a chairman of a committee, attendance at committee 
meetings, attendance at meetings of the Board as well as devoting 
a large amount of time weekly to Association affairs. 

The Board of Governors has been in session thirty-nine times 
since 1912, totaling fifty-five days. Many of the members have 
traveled across the continent to attend, all without compensa- 
tion in any form. The average attendance has been twenty to 
twenty-five, out of a membership of thirty-four, and in a great 
many instances attendance has been 100%. 

In 1919 a departure was made in the matter of the Spring 
meetings of the Board. Invitations were extended to all who had 
once served the Association either as an officer or Governor. In 
taking this step it seemed for the best interests of the Association 
to recall once annually, for advice those who had previously laid 
down our policies. The result is our Spring meetings have been 
attended by an increasing number of former officers and Grov- 
emors. This departure has a two-fold value — ^it gives to the 
present Board the benefit of the counsel and advice of the men 
who have served the Association, it develops a continuity of 
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policy and serves to keep former executives in touch with the 
work of the organization. 

The Spring meeting is the half year mark between conventions. 
The conventions bring together the representatives of member 
houses, conmiittee men as well as Governors for an annual account- 
ing and reports on what has gone forward during the preceding 
year. There is an exchange of ideas and the formation of new 
friendships. While in the larger sense the annual meetings are 
formal affairs, yet there has grown up an intangible social and 
friendly feeling. 

Unlike this the mid-year conference in the Spring is a purely 
formal meeting of the governing body, former officers and com- 
mittee chairmen with but a single purpose, i. e., to deliberate upon 
the policies 6{ the Association, to review reports of progress and 
for the consideration of remedial and codperative action. 

In Conclusion 

The position which the Investment Bankers Association of 
America today enjoys as a national body has been made possible 
only through able leadership of presidents who have not been 
figureheads, but who have given unsparingly of their time. 
Each president has been backed by a strong Board of Governors 
and inasmuch as only one-third of the membership of the Board 
of Governors changes each year, a majority of each new Board has 
been composed of men who have been most active in the com- 
mittee work of the Association. The officers, the Board of 
Governors and the committees could not have accomplished the 
many things which they are credited with if it had not been for a 
united membership, the personnel of which has always responded 
quickly to the requests for services. The future activities of this 
Association will reflect credit on the investment banking business 
just so long as the Association stands for sound business principles^ 
just and adequate laws and hi^ ideals regarding the investment 
securities they offer to the public. 

It has been my honor and pleasure to serve first as the Secre^ 
taiy of the organization committee and as the Secretary of the 
organization meeting when the Association was founded and also 
to be elected the first Secretary of the Association. During all of 
these years, Mr. Clayton G. Schray, our present Assistant Secre- 



H TENTH ANNUAL CONVENTION 

tary, has been my able assistant, and, vith a small competent 
organization in the Secretaiy'a Office, we have been able to cany 
OD the work assigned to us by the officers and the Board of 
Governors. 

The cooperation which we have recdved from the press and 
various assodations, some of which have been working along sim- 
ilar lines as ours and from the individual members, has been 
extremely helpful and all that could possibly be desired. The 
foregoing but briefly tells the stoiy of the Investment Bankers 
Association of America. We still have a great field of woric ahead 
of us and with an increasing volume of securities and with the 
growing number of investors our obligation becomes greater each 
year. Eveiy effort put forth by this Association to better 
securities that the principal and interest may be safeguarded and 
to throw light on that class of people that would swindle savers of 
this country, will be applauded by the public generally. The 
members of this Association will be recognized as the reUable 
source from which infonnation can be sought and securities pur- 
chased. Placing our standards high will not curUul our business, 
but rather increase it and the recognition which we receive from 
the public will follow as a matter of course. 

In conclusion I take this opportimity to thank our past presi- 
dents and members of the Board of Governors and the membership 
in general for the courteous cooperation which they have alw^s 
accorded this office. 

Frederick R. Fgntoh, 

Secretary 
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CONVENTIONS 

1912 November 21st and 22nd New York 

1918 October 28th, 29th and 80th Chicago 

1914 November 12th and 18th Philadelphia 

1915 September 20th» 21st and 22nd Denver 

1916 October 2nd, 8rd and 4th Cincinnati 

1917 November 12th, 18th and 14th Baltimore 

1918 December 9th, 10th and 11th .... Atlantic City 

1919 October 20th, 21st and 22nd St. Louis 

1920 October 4th, 5th and 6th Boston 

1921 October 81st, November 1st and 2nd • • New Orleans 
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DATES AND PLACE&-BOARD OF GOV- 
ERNORS MEETINGS 

Chicago Sept. 20, 1012 

New York Nov. 12, 1012 

Baltimore Jan. 81, Feb. 1, 1018 

St. Louis May 16, 17, 1018 

Cfevelaiid August 8, 0, 1018 

Chicago Oct 28, 20, 80, 1018 

Philadelphia Jan. 0, 1014 

Ondmiati Apr. 24, 25, 1014 

Boston Aug. 14, 1014 

niilad^hia Nov. 11, 1014 

New York Jan. 22, 1015 

White Sulphur Springs May 14, 1015 

Portland, Me July 28, 1015 

Denver Sept. 10, 20, 1015 

New YoriE Nov. 5, 1015 

Baltimore May 17, 1016 

Kansas City June 5, 6, 1016 

Cincinnati Oct 1, 1016 

New York Nov. 27, 1016 

White Su^hur Springi Apr. 20, 21, 1017 

Chicago July 10, 1017 

Baltimore Nov. 11, 12, 1017 

New York Jan. 18, 1018 

Baltimore Feb. 21, 1018 

White Sulphur Sprmgs May 24, 25, 1018 

Detroit Aug. 2, 8, 1018 

Atlantic City Dec 8, 1018 

New YoriE Feb. 7, 1010 

White Sulphur Springs : May 16, 17, 1010 

Chicago Aug. 1, 1010 

St Louis Oct 10, 1010 

New York Dec 5, 1010 

New York Feb. 12, 1020 

White Sulphur Springs May 7, 8, 1020 

New York July 16, 1020 

Boston Oct 8, 1020 

Atlanta Jan. 14, 1021 

White Sulphur Springs May 5, 6, 7, 1021 

Hfilwaukee July 22, 1021 

New Orleans Oct 80, 81, 1021 
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PRESIDENTS 

1990-21 

BoT C. Obgood Chicago 

Fint TVuflt and Savings Bank 

1919-80 



Gbobgx W. HoDGas 



Bemidc, Hodges & Co. 
1918-19 



WiLUAM 6. Bazxb, Jr. 



Bakor, Watts & Co. 
1917-18 



Wabbbn S. Hatdkn 



Hayden» Miller & Co. 
1915-17 



Lbwib B. 'Frajsejjh 



ThenwUk 
Gnaxanty TVust Company of New York 

1914-15 



A. B. Lhach 



A. B. Leach & Co.« Inc. 
1912-14 



New York 



Baltimore 



Cleveland 



New York 



New York 



GsaBOB B. Caldwxui 

ThenwUh 
Continental and Commercial Trust and Savings Bank 



Chicago 



VICE PRESIDENTS 



WxLUAM G. Bakeb, Jb. . . . 1914-16 . , 

Baker, Watts & Co. 



HOWABD F. BSBBX 1919-21 . . 

Harris, Forbes & Co. 



John E. BLxmr, Jb 1914-17 . . . 

Merchants Loan & TVust Co. 



Baltimore 

New York 

Chicago 



KCabbatt .... 1920-21 Philadelphia 

Cassatt & Co. 

L4WBKNCB Chambeblain . . . 1917-18 New York 

Lawrence Chamberlain & Co., Inc. 

WnuAM R. CoiiPTQN .... 1914-17 St. Louis 

William R. Compton Co. 

DAinxL K. Dbaxb 1917-18 Los Angeles 

Drake, Riley & Thomas 
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VICE PRESIDENTS— CoNTiNUBD 

John W. Edionbon .... 1914-15 San Franciaoo 

William R. Staats Co. 

C. Edgab Eluott 1915-16 

Breed* Elliott & Harriaon 

A. C. FoflTot 1915-16 

Bankers TVust Co. 

Lbwib B. Fbanklin .... 1912-14 

Guaranty Trust Company of New York 

N. Pknbobb Hallowkll . . . 1920-21 

LeCi Higginaon & Co. 

Wabbxn S. Hatdsn .... 1912-14 

Hayden, Miller & Co. 

Gbobob W. HoDoas .... 1918-19 

Remick, Hodges & Co. 

AuJEN G. HoTT 1914-17 

National City Company 

A. B. Lbach 1912-14 

A. B. Leach & Co., Lie. 

John E. Ou>ham 1917-20 

Merrill Oldham & Co. 

Rot C. Obgood 1919-20 

First Trust and Savings Bank 

Chableb A. Otis 1914-15 

Otis & Co. 

Lewu H. FABaoMS 1918-19 

Graham* Farsons & Co. 

J. HuohFowbbb 192(Mei St Louis 

Mercantile Trust Co. 



Chicago 

Denver 

New York 

Boston 

Cleveland 

New York 

New York 

NewYwk 

Boston 

Chicago 

Cleveland 

Fhiladelphia 



John A. F^bbsoott 



. 192(Mei Kansas City 

F^reaoott & Snider 



Gbobgb K. Rbillt .... 1919-20 Fhiladelphia 

Reilly» Brock & Co. 

^Fbank W. RoiUNB .... 1912-15 Boston 

E. H. Rollins & Sons 

Cbablbb H. ScHWBPPB . . . 1918-19 Chicago 

LeCi ICgginson & Co. 

J. Shbfpabd SiOTH 1918-19 St Louis 

Mississippi Valley TVust Co. 

deceased 
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VICE PRESIDENTS— Continued 

Babbett Wendelu Jr- • - • 1916-17 Chicago 

Lee» Higgmaon & Co. 

H. P. Wbioht 1916-17 Kansas City 

H. P. Wright Investment Co. 

Fbbdsbick a. Yabd .... 1917-18 New York 

P. W. Chapman & Co., Inc. 

SECRETARY 

FsBDEBicx R. Femton .... 1912-21 Chicago 

Fenton, Davis & Boyle 

ASSISTANT SECRETARY 

Clatton 6. ScHBAT .... 1912-21 Chicago 

Investment Bankers Association of America 

TREASURERS 

C. T. WnuAm 1912-14 Baltimore 

Fidelity Securities Corporation 

J. HxBNDON Smitb 1914-16 St. Louis 

Smith, Moore & Co. 

J. Shefpabd Swth 1916-17 St Louis 

Mississippi Valley IVust Co. 

Geqbgb W. KDfDBici; 8rd . . 1917-18 Philadelphia 

Geo. W. Kendrick 8rd & Co. 

H. L.SruABT 1918-19 Chicago 

HalsQT, Stuart & Co., Inc. 

*Albxbt W. Bttllabd • • • • 1918 Chicago 

Northern TVust Co. 

Watkin W. Kmxath .... 1919-21 Chicago 

National Bank of the Republic 

GOVERNORS 

Abthub M. Andebson .... 1918-21 New York 

J. P. Morgan & Co. 

WnuAM 6. Bakeb, Jb., . . . 1916-18 Baltimore 

Baker, Watts & Co. 

HowABD F. Bsbbb 1916-19 New York 

Harris, Forbes & Co. 
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GOVERNORS — Continubd 

John E. Blumt* Jb 1918-14 Qiicago 

Merchants Loan & Tnut Co. 

John 6. Bbogdbn 1980-8S Baltimore 

Strother, Brogden & Co. 

MgPKbbson Bbownino . . . 1919-22 Detroit 

Detroit TVust Company 

E.W.BuijaAT 1912-15 Qiicago 

Spenoer Ttaak & Co. 

Sthdhan Buttbicx 1912-14 Boston 

Estabrook&Co. 

BoBBBT K. Camiatt .... 1918-20 Fhiladdphia 

Cassatt & Co. 

Lawbsncb Chambbbiain . . . 1914-17 New York 

Lawrence Chamberiain & Co.» Inc. 

Gbobob C. Clabk, Jb. . . . 1915-17 NewYoric 

Clark, Dodge & Co. 

H.B.CLABX 1912-18 New York 

White, Weld k Co. 

WnuAif R. CoMFTON .... 1914-17 StLooia 

William R. Compton Co. 

Phiuv S. Dalxon 1918-22 Boeton 

Coffin k Buir, Inc. 

BighabdM. Dat 1919-22 Denver 

Van Biper, Day & Co. 

Ltnn H. D1NXIN8 1915-18 New Orleans 

IntersUte Trust k Banking Co. 

Walulcb B. DoNEAM .... 1918-19 Boston 

Thenvnih 
Old Colony IVust Co. 

Danibl K. Dbaxb 1916-17 Los Angeles 

Drake, Riley k Thomas 

HBNBTL.DTnBB 1912-14 Baltimore 

W. W. Lanahan k Co. 

Chablbb R. Dunn 1912-14 Detroit 

Union TVust Company 

DatidA. Edgab 1916-18 Ifilwaukee 

Edgar, Ricker k Co. 

C. Edgab Elliott 1912-15 Chicago 

Breed, Elliott k Harrison 
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GOVERNORS— CoNTiNXTED 

JiJOB C. FnaiA0KN .... 1080-88 Baltimore 

Robert Ganett & Sons 

Ebamt E. Field 1915-18 Cincimiati 

ThenwUh 
Field, Ridmrcb k Co. 

W. M. L. Fmao 1018-15 Chicago 

Dillon, Read & Co. 

A.C.Fo09nB 1018-15 Denver 

Bankers Trust Co. 

Datxd R. Fbancib, Jr. . . . 1010-88 St. Louis 

Francis, Bto, fc Co. 



B.FBANKUN .... 1014-15 New York 

ThenwHh 
Guaranty T^ust Company of New Yoric 

J. A.FBABBB 1080-88 Toronto 

Dcmiinion Securities Corporation 

SiMUXL L. Fdllbb . . . . . 1018-16 New York 

Kissel, EInnicutt & Co. 

TteonAB B. GiUiiraTT, Jb. . . . 1080^1 Boston 

Ftokinson fc Burr 

TteaiiABS.GA» 1010-88 Pliiladelpliia 

Drezel & Co. 

f>A»T.Mi H. Gujiam .... 1014-17 Portland, Me. 

Chas. H. Gilman & Co. 

JoBH W. Hallowbll .... 1016-18 Boston 

Stone & Webster, Inc. 

N. Pbrbobb HAUxywKLL . . . 1010-80 Boston 

Lee, Higginson & Co. 

HowABD F. Hansklu Jb. . . . 1080-88 Philadelphia 

Redmond & Co. 

Wabben S. Hatben .... 1014-17 Cleveland 

Hayden, Miller & Co. 

R. S. Hecht 1018-81 New Orleans 

Hibemia Securities Co., Inc. 

^BOBGE Gabb Henbt .... 1018-15 New York 

Wm. Salomon & Co. 

W, H0DGS8 .... 1015-18 New York 

Remick, Hodges & Co. 
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GOVERNORS— CoNTiNUBD 

John W. Hobnob, Jb 1921 New York 

DiUon, Read & Co. 

AuJEN G. HoTT 1912-14 New York 

National City Company 

WaiaebJannst 1918-19 Philadelpliia 

Janney & Co. 

N.DbanJat 191S-15 Milwaukee 

Then with 
Second Ward Savings Bank 

Jambs JmnoNa 1918-19 SanFranciaoo 

E. H. Rollins & Sons 

Habold KAUiniAN 1912-15 St Loois 

Kauffman-Smith-Emert & Co., Inc. 

Gbobgb W. KofDBici; 8rd . . 1912-17 Philadelphia 

Geo. W. Kendrick 8rd & Co. 

WiLUAM G. Lbbchbn .... 1916-19 Detroit 

Watling, Lerchen & Co. 

B. C. Linqlb 1920-21 Chicago 

Harris Trust & Savings Bank 

RiCHABD L. MoBBiB .... 1915-18 New York 

Bankers Trust Co. 

H. C. McEldownxt .... 1917-20 Pittsburgh 

Union Thist Company 

Chabubs W. MgNbab .... 1912-17 Chicago 

C. W. McNear & Co. 

John E. Oldham 1914-17 Boston 

Merrill, Oldham & Co. 

Gbobob G. OuoEvrED .... 1918-20 Chicago 

A. B. Leach & Co., Inc. 

Rot C. Osgood 1917-19 Chicago 

First Trust and Savings Bank 

Chabub A. Otis 1912-14 Cleveland 

Otis & Co. 

Gballbn R. Pabkbb .... 1912-16 San Francisoo 

Then wiih 
Anglo & London Paris National Bank 

Lbwis H. Pabsonb 1912-16 Philade^hia 

Graham, Parsons & Ca 
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GOVERNORS— CoNTiNUBD 

John A. Fbesoott 1917-20 Kansas City 

Presoott & Snider 



C. QuARLBB .... 1918-21 Milwaukee 

Henry C. Quarles & Co. 

GsoBOB K Beillt 1912-18 Fhiladelpliia 

Beilly* Brock & Co. 

GobdonReib 1918-21 Cincinnati 

Seasongood & Mayer 

^Stact C. Richmond .... 1916-18 New York 

Window, Lanier & Co. 

*RoBT RoBoraoN 1917-20 Atlanta 

Robirtean-Humpbrqr Co. 

WnuAM L. Ro8B .... 1915-16; 1920 Chicago 

Wm. L. Ross & Co., Inc. 

Chableb H. Scbwepfb . . . 1912-18 Chicago 

LeCi Higginson & Co. 

R.L. SooviLLB 191245 Pittsburgh 

Then with 
Ussing, Sooville & Co. 

Abthub SiNCLAiB, Jb 1919-22 New York 

Estabrook & Co. 

J. Eebndon SwTH 1912-14 St Louis 

Smith, Moore & Co. 

J. Sbbfpabd Smith 1915-16 St. Louis 

Mississippi YaUey Trust Co. 

Chabuds L. Stact 1915-18 Toledo 

Stacy & Braun 

Habou) Stanlet 1918-21 New York 

Guaranty Company of New York 

EuGEBns M. Stkvenb .... 1912-16 Chicago 

nfinois IVust & Savings Bank 

H. L. Stuabt 1915-18 Chicago 

Halsqr, Stuart & Co., Inc. 

Benjamin F. Tatlob .... 1918-21 Chicago 

Taylor, Ewart & Co. 

Gbobge H. Tatlqb .... 1915-18 Chicago 

E. H. Rollins & Sons 
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GOVERNORS— CoMnNUED 

EuQENX E. TBOMFBcnf .... 1990-88 Waahington 

Cmut, PkRufcCo. 

Hmnbt D. Thbaix lMO-88 MinwrnpoKi 

Miniwaifito Loan fc IVuat Co. 

£. 6. TxLLOXBON 1019-22 CkTdand 

TiOotaon k Woloott Co. 

Will H. Wads 1917-80 Denver 

Will H. Wade Company 

T. JomiaoN Wabd 1917-18 Fliiladdk>liia 

Caasatt & Co. 

S.W.WBBB 1912-18 Boaton 

Bond & Goodwin 

Habbt E. Wbil 1912-15 Cincinnati 

Weil Both & Co. 

Babbbxt Wbndbu* Jr. . . . 1918-16 Chicago 

LeCi ICgginaon k Co. 

William WxBT 1918-14 Philadelphia 

West & Co. 

Edwin Whitb 1916-19 St. Paul 

W. W. Kaatman Company 

O. B. WiLLCoz 19)8-21 New York 

Then with 
Bonbric^t k Co., Lie. 

Jambb C. WiLUKnr 1920-22 Louisville 

James C. Willson k Co. 

J. S. Wilson, Jb. 1917-20 Baltmiore 

J. S. yniaon, Jr., k Co. 

Hbbbxbt Witbxbbfoon . . 1912-18; 1917-20 Spokane 

ThenvfUh 
Spokane k Eastern IVust Co. 

DeanG. WiTTKB 1919-28 SanfVancisco 

Blyth, Witter & Co. 

H. P. Wbiobt 1912-16 Kansas City 

H. P. Wright Livestment Co. 

Jamkb N. Wbiget 1916-19 Denver 

Banker Trust Co. 

The President: The next matter on the program is the Treasur- 
er's report. Mr. Kneath, are you ready to make your report? 

The Treasurer: Mr. President, and Gentlemen: It is very 
short. 



INVESTBIENT BANKEES ASSOCIATION OF AMERICA 05 



REPORT OF THE TREASURER 

The Treasurer haa the honor and pleaaure to report that the Aasociation is 
in a most satisfactory financial position; its net worth as of August SI, 1021» being 
$109,257.89, compared to $80,618.80 on the same date of last year; an increase 
of $28,648.59. 

Statekkivt of Rbckftb and DxaBUBamfSNTB Follows: 

Balance, as of August 81, 1920: 

Cash in bank and on hand $19,282.41 



Annual dues $76,847.50 

Entrance fees 8,700.00 

Bulletin binders 12 .75 

Educational books 2,745.17 

Reclamation books 22.50 

Interest on bank balance 1,281 .01 

Interest on investments 4,559 .22 

Securities sold .$47,500.00 141,668.15 

$160,900.56 



Special Counsel $ 2,579.00 

Office Counsel 2,400.00 

Committee Counsel 5,282.06 

Office Salaries 18,280.00 

Convention expenses 8,067 .45 

Travelmg expenses 1,006.90 

Bent 4360 .00 

Furniture and fixtures 288.20 

Printing, stationery and postage 8,980.97 

Telephone and telegraph 585 .87 

Publishing annual proceedings 8,772 .02 

Bulletin service 7,845.07 

Dues — Chamber of Commerce U. S. A 800.00 

Donation — Chamber of Commerce 1,000.00 

Auditing 100.00 

Sundry 789.18 

Securities purchased $70,584.60 

Bhie sky summary 8,280 . 91 

Stenographic reports 741 .49 

Book refund 4 . 80 

Committee expenses 11,871 .80 

$186,819.27 

Balance, as of August 81, 1921 : 

Cash in Bank and on hand 24,581.29 

$160,900.56 
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iNinsnoENT AocouMT, AB OF Auo. 81, 1921 

SpBCIAL iNVEBTiaENT FuND: 

Par Value CoH 
(Representing Entrance fees — such fees being invested 
in U. S. Victory 4^% Notes on authorisation of 
Board of Governors). 

$81,000 U. S. Victory Loan 4^% Notes $81,000.00 $00,242.00 

General Investment Fund: 

$80,000 U. S. Certificates of Indebtedness due Oct. 

15, 1921 80,000.00 80,000.00 

25,000 U. S. Certificates of Indebtedness due Dec. 
15, 1921 25,000.00 25,000.00 

Interest Invested Fund: 

$ 6,000 U. S. Victory Loan 4^% Notes 6,000.00 5.847.80 

$82,000.00 $81,090.20 

The net worth of $109,257 .89, referred to above, is arrived at as follows: 

Cash in bank and on hand $ 24,581 .29 

Investments (at cost) 81,090.20 

Accrued interest 1,206.89 

Furniture and fixtures (at cost) 2,877.51 

$109,257.89 

Hie Association has a safety deposit box in the Harris Safe Deposit Vaults 
where all its securities are kept. The box can be entered only in the presence of 
the Ftasident and Treasurer, Secretary and IVeasurer, Assistant Secretary and 
IVeasurer, Ftasident and Secretary or President and Assistant Secretary. 

The books of accounts have been audited and the securities checked by Arthur 
Anderson %t Co., Chicago, Certified Public Accountants. 

I desire to record best thanks and appreciation to the Finance Committee, 
the Secretary, the Assistant Secretary and aU the employees of the Secretary's 
ofiioe for their courtesy and cooperation at all times. 

Bespectf ully submitted, 

Waxkin W. Knbath. rrsotiirsr. 

The President: Gentlemen, you have heard the report of the 
Treasurer. I think the President is clearly warranted in saying 
that the Association finds itself in good financial condition. 
Is there discussion or any question any of the members would like 
to have or ask in regard to the report? If not, and there is no 
objection, the report will be received and filed. 

Mr. Browning, are you ready to make your Membership 
Committee report? 
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REPORT OF MEMBERSHIP COMMITTEE 

From Sqitember Ist, 1920, to October 15tli, 1921, 95 houses were admitted 
to membership and 77 additional branch houses registered. Twelve applications 
were withdrawn at the request of the Conmiittee, after careful investigation. 
There have been twenty-five resignations. 

The membership on October 15th, 1921, was divided as follows: 

CUssA 209 
CUssB 265 

CUssC 82 

Total 556 Members 

In addition to the above, there are 258 branch houses registered. 

During the past three years, the membership of the Association has increased 
£ram 399 to 655 — an increase of 40%. Due to this rapid increase and to the fact 
that membership in the Association is regarded as a distinct asset to an investment 
house, the Committee believes that very careful consideration should be given to 
the advisability of enforcing more rigidly the rules regarding the admission of new 
members* 

The Conunittee has availed itself of the valuable assistance of the Group 
Organisations and in no case has a firm been admitted without the approval of the 
Eacecutive Committee of the Local Group. In several instances, applicants well 
reccnnmended were denied membership at the suggestion of the Local Group. 

At the White Sulphur Springs Meeting of the Board of Governors, the follow- 
ing resolution was adopted: 

"Acfobtftf, That it is the sense of the Board of Governors that the Membership 
Committee shaU submit for the i^proval of the Board, a list of the applicants 
approved by the Membership Conunittee for membership in the Association, before 
certifying the list to the Secretary ." 

Hie Membership Conunittee believes that eveiy safeguard should be taken 
against the admission of firms who will not reflect credit on the Association, and 
that by complying with the Resolution, a further safeguard will be thrown around 
the new membership. 

The Committee wishes to acknowledge the able assistance rendered by the 
Secretary's oflloe and by the Executive Conunittees of the Local Group Organisa- 
tions. 



Class A Class B Class C Total Bratwh 

Membership Sept. 1, 1920 148 255 82 485 212 

Gains to Oct 15, 1921 66 25 4 95 77 

214 280 86 580 289 

Losses during same period 9 15 1 25 81 

205 265 85 555 258 
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CUu$A Class B Class C Total Branch 

Gains by Revision 4 4 8 

209 269 85 508 258 

Losses by Revision 1 4 8 8 

Membership Oct. 15, 1921 208 265 82 555 258 

The following houses were admitted from September 1st, 1920, to October 
15th» 1921: 

Securities Sales Co. of Louisiana, Inc New Orleans 

Frederick Pierce & Co Philadelphia 

^National City Company of California .... San Francisco 

Antonides & Company Denver 

Haueisen & Jewett Indianapolis 

Thomas D. Sheerin & Co Indianapolis 

Watson, Williams & Co New Orleans 

Vietor, Hubbell, Bea & Common Buffalo 

George W. Beers Ft. Wayne, Ind. 

L. F. RothschUd & Co. New York 

Southern Security Service Co Greensboro, N. C. 

Lafayette South-Side Bank St. Louis 

Ford & Porter St. Joseph, Mo. 

Hitt, Farwell & Park New York 

Madcay & Co New York 

Will H. Wade Co Denver 

Frank & Lewis Los Angeles 

Bank of Italy San Frtmcisoo 

Tucker, Robison & Co Toledo 

Lincoln National Bank Ft. Wayne, Ind. 

Home & Hibernian Bank Los Angeles 

F. S. Mosdey & Co Boston 

A. L. Chambers & Co Buffalo 

The National Bank of Conunerce Columbus, O. 

The Ci^ National Bank Columbus, O. 

Parsly Bros. & Co Philadelphia 

Stevens & Company Minneapolb 

I. B. Tigrett & Company Jackson, Tenn. 

Bartlett & Gordon, Inc Chicago 

National Bank of Commerce Milwaukee 

Guardian Thist & Savings Bank Toledo 

Merchants Trust Company Winona, Minn. 

Central Wisconsin Trust Company Madison, Wis. 

Wise, Hobbs & Arnold Boston 

Aronson & Company Los Angeles 

American Express Company New York 

W. M. Davis & Co Macon, Ga. 

Philip L. Ray & Co Duluth 

Dommick & Dominick New York 

Reinhart & Bennet New York 

Peters Trust Company Omaha 

B. J. Baker & Company, Inc Boston 

W. S. Hammons & Co Portland, Me. 

Stevenson Bros. & Perry, Inc Chicago 

Wistar, Carter & Co Philadelphia 

Ohio Savings Bank & Trust Company .... Toledo 



* BeintUtlemsrU, 



INVESTMENT BANKERS ASSOCIATION OF AMERICA . 09 



& SmaU Portland, Me. 

The Union National Bank Seattle 

Caratain&Co Philadelphia 

Thomas A. Biddle & Co Philadelphia 

McClure, Smith & Co., Inc Smibury, Pa. 

Lincoln Trust Company Lincoln, Neb. 

American Exchange National Bank Duluth 

Stout & Co Pitteburg 

The C. H. Geist Co Philadelphia 

Reed A. Morgan & Co Philadelphia 

Boles & Westwood Philadelphia 

Bayly Brothers Los Angeles 

Com Exchange Bank New York 

Old National Bank Grand Rapids 

California Companv Los Angeles 

First National Bank Sharon, Pa. 

Mercantile Trust Company San Francisco 

Greenshields & Co Montreal 

J. A. Hogie&Co Salt Lake City 

Harrison, Smith & Co Philadelphia 

Lane, Piper & Ja£Fray, Inc Minneapolis 

Wyant & Company Chicago 

Strassburger & Co San Francisco 

Bartlett, Kni^t & Co Chicago 

Theis & Diestelkamp Investment Co St. Louis 

Fkhner Bond & Mortgage Co Salt Lake City 

City National Bank Duluth 

Wdls, Deane & Singer Pittsburgh 

Sutherlin-Bany & Co., Inc New Orleans 

Lewis H. Stanton & Co New Orleans 

Wheeler & Woolfolk New Orleans 

M. W. Newman & Sons New Orleans 

Neuhaus & Company Houston, Texas 

Salomon Bros. & Hutder New York 

Heniy C. Quarles & Co Milwaukee 

Fidelity Trust & Savings Bank Chicago 

W. A. Brooks Oklahoma City 

Pittsburg Trust Company Pittsburg 

George G. Applegate IHttsbur^ 

Sidlo, Simons, Feb & Co Denver 

Shingle, Brown & Co San Francisco 

Little, Vardaman & Bitting, Inc St. Louis 

Berdell Brothers New York 

A. T. BeU & Co Toledo 

Western Bond & Mortgage Co Portland, Ore. 

Robertson & Ewing Portland, Ore. 

Bond & Goodwin & Tucker, Inc San Francisco 

Irving National Bank New York 

Murphey, Favre & Co Spokane 

Minneapolis National Bank Minneapolis 

Hie following houses withdrew from the Association: 

Bonbri^t&Co Detroit 

W. M. Prindle & Co Duluth 

Union TVust Company Indianapolis 

Hamievig & Co New York 

Iowa Investment Corporation Waterloo, la. 

Continental Trust Company Macon, Ga. 
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Mabon&Co NewYoik 

Breitimg & Co NewYoik 

Felix T. Hu^ & Co New York 

CoggeshaU & Hicks NewYoik 

Bayne, Hine & Co New Yoik 

Fidelity Trust Conmany Portland, Me. 

Kennett Cowan & Co New York 

James L. Martin & Co Chi< 

Frazier&Co Phi]a(^>Ilia 

Morris Bros Portland, Ore. 

Blodgett, Hart & Co., Inc., New York 

Connselman & Co Chicago 

Great Lakes Trust Company Chicago 

Federal Utitities, Inc. NewYoik 

First National Bank St. Louis 

Campbell, Heath & Co New York 

Royal Securities Corjmration, Ltd Montreal 

ArUiur Lipper & Co New York 

Bank of Charleston, N. B. A Charleston, S.C. 

Respectfully submitted, 

McPhsbbon Bbownino, Ckaimnan. 

The Presideni: Gentlemen, you have heard the report of the 
Membership Committee. Is there any question any memb«* 
desires to ask regarding it» or is there any discussion about it? If 
noty and there is no objection, it will be ordered received and 
filed. 

Gentlemen of the Convention, I don't know that it is necessary, 
but I want to introduce Mr. Pierpont V. Davis, of the National 
City Company of New York, whom we have been very fortunate 
this year to have as Chairman of our Railroad Securities Cota^ 
mittee. Mr. Davis. 

Mr. Davis (National City Company, New York) : A year ago, 
at the last convention, it seemed as though the railroad problem 
was pretty nearly solved. The Transportation Act had been 
passed and the Interstate Commerce Commission had rendered 
its important decision advancing rates at the end of August. 
Your Committee believes, with the Committee of last year, that 
the Transportation Act is a measure of the greatest constructive 
value. Nevertheless there is still as much of a railroad problem 
today as there was last year, but we do not consider that that is 
due in any way to the failure of the Law. We do not believe, as 
do some people, that the Transportation Act is a failure. It is 
not a failure; but the time of its application has been unfortunate. 

There are certain points covered in our report, which we desire 
especially to bring to your attention today. The most important 



INVESTMENT BANKERS ASSOCIATION OF AMERICA 71 

one is perhaps the matter of separation of power as between the 
Interstate Commerce Commission and the United States Labor 
Board. 

^'i^The largest element in raikoad operating costs is wages. 
Last year wages amounted to 60 per cent of operating revenues. 
Four years ago they were only 40 per cent. When the Railroad 
Labor Board fixes wages, indirectly it is determining rates. The 
Literstate Conunerce Commission has a responsibility to the 
investor because it is required by the law to effect a schedule of 
rates which will yield a fair return on the value of railway property. 
The Labor Board has no financial responsibility. I wish to read 
you the exact language of the Committee's report on this point: 

"As wages aie the most important item in operating expenses they become the 
determining factor in the level of rates; the division of authority* therefore, between 
the Labor Board and the Interstate Commerce Commission constitutes the funda- 
mental weakness in the Transportation Act. The best efforts of the Commission 
to stabilise credit and encourage eoonomic management can be and have been 
nullified by the decisions of this totally unrelated Board. An amendment to the 
Act to oo(hrdinate the work of the Labor Board with that of the Commerce Com- 
misBion is recommended." 

I think that, although the joint author of the Esch-Cummins 
Act, Senator Cummins, is opposed to such amendment, the 
developments during the past month have proved conclusively 
its desirability. 

There is also another point in our report to which we desire to 
direct the attention of this convention. After March 1st next, 
the statutory definition in the Transportation Act of what 
constitutes a fair return, expires. It is now 5}4% plus a half per 
cent, the additional half per cent being discretionary with the 
Commerce Conunission. Railroad financing has been conspic- 
uously successful in the past year, due in part to the fact that the 
Commission authorized rates which were intended to yield the 
full 6 per cent on the recognized value of $18,900,000,000. Recent- 
ly certain members of Congress have introduced amendments to 
the Transportation Act, repealing what they call ''the railroad 
guaranty,*' which, as you know, is not a guaranty. What they 
are attacking is this 6 per cent return, which is virtually inopera- 
tive; for instead of 6 per cent, the railroads have earned only S3^ 
per cent since the termination of the Federal guaranty period. A 
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repeal of the 6 per cent provision would give notice to the investor 
that money invested in railroad securities or railroad property 
is not entitled to even the legal rate of interest. This 6 per cent 
return, as defined by the law, expires by limitation March 1st, 
and the rate thereafter is to be fixed by the Commission. Your 
Committee recommends that the Interstate Commerce Commis- 
sion should maintain 6 per cent as the fair rate. A less return than 
6 per cent, in our judgment, would be certain to undermine credit. 

Last spring the Labor Board handed down a decision abrogating 
the so-called National Agreements as of July 1st. However, that 
decision was conditional in that the old agreements were to con- 
tinue in full force and effect until new agreements were mutually 
decided upon between the railroads and their employes. As it 
happened, new agreements could not be negotiated, so the 
national agreements, which are full of indefensible practices, 
are still in full force. We regret that the Board failed to abrogate 
the agreements unconditionally. 

Rates are too high in many cases, but it has been unavoidable 
because of the very high operating expenses which are due, in turn, 
to high wages. The first step in deflating the labor costs on the 
railroads should be the definite abolition of the national agree- 
ments, and ultimately, a further cut in wages. 

Mr. Oldham, in a few moments, will present the problem of 
consolidations very fully before you, and I will touch only briefly 
on the Committee's report in this regard. We point out that, 
because of the requirements of the law, no inmiediate consolida- 
tions are possible. As you know, a plan has first to be agreed 
upon, then consolidations must be in conformity with that plan, 
and the aggregate capitalization of merged properties must not 
exceed the physical valuation when determined. The Conmiission 
has not agreed upon a plan. It has not determined valuations, 
except in a relatively few instances, so that we are probably some 
time removed from the practical application of that phase of the 
Transportation Act. 

Granted that a material reduction in the number of railway 
systems is in the public interest, we regard with decided apprehen- 
sion an amendment to the Transportation Act which would make 
consolidations compulsory, even if legally possible. The effect of 
such consolidations would be far more likely to destroy the credit of 
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the strong road than to build up the credit of the weak road. On 
the other hand, consolidations which flow from the motive of 
self-interest will not jeopardize credit and will, in our judgment, 
produce the more vigorous systems. 

A further point in the report which I wish to stress, is the 
agitation on the part of certain people to weaken the Transporta- 
tion Act by restoring authority to state commissions. Your 
Committee is thoroughly convinced of the wisdom of centralizing 
the powers of regulation in the Interstate Commerce Commission 
and is vigorously opposed to any modifications of the law in this 
respect. 

The three outstanding reconmiendations in the report are: 

Vint. We believe we should have a Labor Board* but only as a subordinate 
body reporting to the Commerce Commission. There are those who have recom- 
mended the abolition of the Labor Board, but it has an important function if 
brou^t into the proper relationshq) with the Conmiission. 

Second. We urge upon the Interstate Commerce Commission the continu- 
ance after March 1, 1922, of 6 per cent as the fair return necessary to support credit. 

Third. We deprecate any weakening of the full authority in the matter of 
regulation conferred upon the Interstate Commerce Commission by the Thins- 
portation Act. 

These are the high spots in the report. I therefore ask, if the 
report meets with your approval, that it shall not merely be re- 
ceived and placed on file, but that the Convention endorse and 
adopt the report. We have not drafted resolutions in connection 
with the suggested amendment to the Transportation Act with 
reference to coordinating the work of the Commission and the 
Labor Board, because we wanted your endorsement with reference 
to the other points as well. 
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REPORT OF THE COMMITTEE ON RAILROAD 

SECURITIES 

At the time of the pievioiu convention of the Investment Banken Anodation 
of America the raiboad problem seemed to be well toward solution. The Trans- 
portation Act, which was recognised by your Special Committee on Railroad Secur- 
ities as "one of the most reconstructive measures that Congress has enacted," 
released the carriers from the shackles of the Sherman Law, substituted unified 
methods of regulation and, most important to the investor, established a statutory 
rule of rate-making that was intended to aasure earnings adequate to sustain 
credit. This rule of rate-making stipulates that until March 1, IMS, a fair return 
on the aggr^ate value of railroad property shall be 5}4%w and that the Interatate 
Commerce Commission may, in its discretion, add thereto a sum not exceeding H 
of 1% to make provision for expenses chargeable to capital account. 

The first rate case decision of the Commission under the amended law gave 
encouragement to investors not only because rates were advanced to yield pre- 
sumptively the full 6% return, but also because the temporary valuation utilised 
for tiie purpose of the instant case, placed a value on the carriers' properties that 
fully justified the par amounts of the raflway securities owned by the public. 

The railroad problem is nevertheless still with us, but not because the TVana- 
portation Act is a failure. The first year's test, however, demonstrates the need 
of amendment, to which this report will refer in due course. 

The nulways' troubles in the past twelve months were brought to a head by 
a shrinkage of earnings caused by a decline in traffic so rapid that expenses could 
not be reduced proportionately. The result has been that instead of earning a 0% 
return on the value of their property, the carriers of the country earned only 2H% 
since th% termination of the guaranty period. And this scanty return was obtained 
only by a curtailment of maintenance so drastic that the physical condition of 
roadbed and equipment, generally speaking, has deteriorated. 

In 1914 and 1915 when the percentage of return on the investment dropped to 
about 4.80%, approximately 85,000 miles of railway were forced into receivershq^. 
That no such calamity occurred in the past twelve months is due, in considerable 
measure, to the fact that the Interatate Conmieroe Commission has made wise 
and effective use of the $800,000,000 revolving fund which the Transportation Act 
created. 

Railroad financing during the year has been confined to the strongest com- 
panies and has added to their funded debt. Your Committee nevertheless believes 
that the Transportation Act has laid the foundations for a rehabilitation of railroad 
credit, and that, with the advent of easier money and consequent hi^er prices for 
standard dividend-paying stocks, equity financing may once more be possible. 

Recent railway earnings have shown considerable improvement. Those for 
July (the latest complete figures obtainable at the time of writing this report) are 
equivalent to a 4^% return on the aggregate valuation; and the August returns 
are estimated to be 5%. But if the carrien are to hold their place in the invest- 
ment markets the betterment in earnings must run considerably farther, and there 
must be definite deflation in the costs of operatkm. 
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These costs are comprised chieflty of fueL which absorbed 11 cents out of each 
dollar of gross in 10S0» materials and supplies, which took a further 17 cents, and 
labor, which received 60 cents, a total of 88 cents. Contrast these figures with the 
ratios in 1916, whesa fuel took 7 cents, materials and supplies 12}^ cents, and 
labor 41 cents, a total of 60H cents. 

The bin for fuel and for materials and supplies increased by over one billi<m 
dollais between 1016 and 1980, a sum in excess of 5^% on the official recognised 
fair value of the properties. Considerable economies along itiese lines are being 
accomplished by all the railroads, but the wage bill is stiU excessively high. It has 
increased since the passage of the Adamson Act by over two and one quarter 
biHion ddlars, from which the decision of the Labor Board, effective July 1, 1921, 
cut only $400,000,000. While your Committee desires to see the men employed 
in railway service fairly compensated, we believe that present labor costs are beyond 
the economic ability of the industry to meet. It is a demonstrated fact that the 
railway companies cannot pay 60 cents out of each dollar of gross for wages and 
at the same time provide adequate maintenance of physical structures and a fair 
return on the invested ci^ital. 

The next step towards a return to normal operating c(mditions should be the 
abolition of the improvident National Agreements, which conqiel the employment 
of unnecessary men and are responsible for extravagance in pay. These agree- 
ments were exhaustively discussed before the Labor Board and were to be abro- 
gated as of July 1, 1921, provided the railroads and their employes could com- 
promise on substitutes, which has proved impracticable. We regret that the 
Board failed to abrogate the agreements unconditionally. 

As wages are the most important item in operating expenses they become the 
determining factor in the level of rates; the division of authority, therefore, between 
the Labor Board and the Interstate Commerce Commission constitutes the f unda- 
mental weakness in the IVansportation Act. The best efforts of the Commission 
to stabilise credit and encourage economic management can be» and have been, 
nullified by the decisions of this totally unrelated Board. An amendment to the 
Act to coMUnate the work of the Labor Board with that of the Commerce Com- 
mission b recommended. 

We believe that the whole railway industry will be on a much sounder basis 
irhea it is possible to reduce rates, and it is probable that reductions, when made^ 
will contribute in some degree to improvement of general business; but substantial 
and effective decreases in railway operating costs are the conditions precedent to 
any rate reductions. Railway solvency might readily be imperilled by precipitate 
action against the exuting rate structure. 

As we have pointed out, the fundamental importance of the IVansportation 
Act to the investor lies in its mandate to the Interstate Commerce Commission to 
adjust rate schedules that will yield a fair return on the aggregate value of railway 
property. After March 1, 1922, the statutory definition of what constitutes a fair 
return expires, and the determination of the rate is left to the discretion of the 
Conmiisdon. Amendments to the Transportation Act have been introduced in 
the Senate to reduce the statutory rate of return below 6%. Your committee 
wishes to go on record as opposing a return of less than 6%, believing it would be 
onfair and certain to undermine railway credit. 
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The Transportation Act has not yet solved the problem of restoring the credit 
of the weaker roads. Legislation is no cure-all for railway ills. Even if the carriers 
as a whole had been able to earn 6% for the past year, it is improbable that con- 
fidence would have been restored in the securities of the companies which prior 
to Federal control were considered weak. But this is not the fault of the law. 
Credit is notoriously of slow growth; if, however, earnings should rise to the 9% 
level and continue at that rate, it is reasonable to hope that many of the so-called 
weak roads may become stronger. If they do not, the fault probably will be found in 
a badly balanced or excessive capitalization. 

Railway consolidations, which have been proposed as the ultimate solution of 
the problem of the weak roads, cannot afford relief for some time to come, in any 
event. The Interstate Commerce Conmiission's plan, recently published, is purely 
tentative and will not be made final until protracted hearings have been held. 
If the plan is adopted, no consolidations are possible until the final physical valu- 
ations have been completed, in view of the stipulation of the law that the aggregate 
capitalization of merged properties shall not exceed their physical values. So we 
are a good many months, perhaps yean, from the beginning of the operation of this 
section of the Act. Granted that a material reduction in the number of railway 
systems is in the public interest, we regard with decided apprehension an amend- 
ment to the Transportation Act which would make consolidations compulsory 
even if legally possible. The effect of such forced consolidations would be far 
more likely to destroy the credit of the strong road than build up the credit of 
the weak. On the other hand, consolidations which flow from the motive of self- 
interest will not jeopardize credit and will, in our judgment, produce the more 
vigorous systems. 

For the past year the attention of your present Committee has been centered 
on the more inmiediate problems of earning power, the funding of the railways' 
debt to the Government, and the like. We trust that these problems will not be 
as pressing next year, and in view of the importance of the creation of a suitable 
final plan for consolidations, we hope that the successor Railroad Committee will 
give the subject special consideration. 

A new law is subject to attack untU its benefits are fully understood. We 
have referred in the course of this report to proposed amendments to the Trans- 
portation Act with which we disagree. One of the outstanding strong features 
of the Act is the centralization of power of regulation in the Interstate Commerce 
Commission. The National Association of Railway and Utilities Commissioners 
(of the various States) resent the shearing of their authority and announce their 
intention to work for an amendment. The impossibility of the railroads obeying 
forty-nine masters has been demonstrated conclusively during the past ten years 
to everyone except, apparently, the state commissioners. Your Committee 
wishes to go on record as being vigorously opposed to any modification of the law 
in this respect. 

The question of Panama Canal tolls is now before Congress. In the judg- 
ment of your CoDunittee, the exemption of American shipping as proposed* is an 
unwarranted blow at the transcontinental railroads. Those carriers are already 
saffering from the competition of coastwise ships operated at the expense of the 
taxpayers. 
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Railroads are also suffering from the competition of motor trucks which, to 
some extent, are able to divert traffic only because they are not compelled to 
absorb their fair share of the maintenance of the highways which they use and only 
too often destroy, and which the railroads as taxpayers aid in maintaining. The 
correction of this injustice is quite as much in the interest of the general public 
as it is in the railwi^' interest. 

The Interstate Commerce Commission now has full authority over the issu- 
ance and sale of securities. During the past year sometimes six weeks and longer 
have eliqwed between the time the railroad company made its application to sell 
bonds and the date the authority was officially given. Such delays are dangerous. 
If the securities are sold by the bankers subject to the approval of the Commission, 
the investor is annoyed at not receiving delivery of his securities, and if the quoted 
price goes down he may attempt to cancel his purchase. If the sale by the bankers 
is defeired untU the Commission has granted authority, the market may have 
disappeared. In a year of rising prices there might be no injury by delay but in a 
falling market the railroads, the bankers and their customers may be seriously 
embarrassed. Doubtless, a part of the delay has been due to the immense amount 
of work the Interstate Commerce Commission has been doing. The question 
deserves the prompt attention of the Commission to devise a means of relief. 

A summary of the conclusions of your Committee follows: 

The persistence of the railway problem is due to the acute business depression 
and the ensuing maladjustment of prices and labor, and is no reflection on the 
value and importance of the Transportation Act, which we regard as a most 
constructive legislative achievement. 

The labor costs on the railways are beyond the ability of the industry to 
meet, and we believe the Labor Board erred in not abrogating unconditionally 
the so-called National Agreements. 

As wages are the important factor in the determination of the rate struc- 
ture, the functions of the Labor Board should be coordinated with those of the 
Interstate Commerce Commission, and we suggest an amendment to the Trans- 
portation Act looking to this end. 

Railway rates are still on a war basis and should be reduced just as soon as 
operating costs have been reduced. But a too drastic premature reduction, in view 
of the weakened condition of railway treasuries, would be likely to invite disaster. 

When railway earnings fell dose to 4% in 1914 and 191/S, receiverships 
multiplied. When earnings advanced to the neighborhood of 6% in 1916 and 
1917, reorganizations were carried out and credit was expanding. The lesson of 
railway history is clear that the Interstate Commerce Commission should con- 
tinue to adjust rates with the view of permitting a net return of 6%, when the 
determination of such return rests in their uncontrolled discretion, that is, after 
Biarch 1, 1922. 

Consolidations are desirable so long as they result from the voluntary action 
of the interested parties. Compulsory consolidations might in many cases injure 
instead of restore the credit of the railroads concerned. 

The overwhelming part of the railways' activities is now interstate — a fact 
recognized by the Transportation Act. Any restoration of regulating authority 
to the state commissions would be a retrograde step. 
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Railroadii» having already suffered from the competition of motor trucks 
using highways provided at the expense of the public, should not in addition be 
subjected to competition through the proposed exemption of coastwise shipping 
from payment of tolls on the Panama Canal. 

Respectfully submitted* 

PiSRPONT V. Davis, Chairman, 

Mr. Clarke (Federal Securities Corporation, Chicago) : Mr. 
President. 

The Presideni: Mr. Clark. 

Mr, Clarke: I move the adoption of the report and the endorse- 
ment of the recommendations of the committee. 

The Presideni: Gentlemen, you heard the motion, is there 
a second. (The motion was seconded.) 

The motion is made and seconded that the report be adopted 
and that its recommendations receive the endorsement of the 
convention. Now, Grentlemen, this is your convention. It is 
very embarrassing for the Chair, and it is embarrassing for 
the chairmen of the committees who put in a great deal of 
effort throughout the year on their work, if the members them- 
selves do not take enough interest to discuss the things that are 
brought to them, and presented to them, and I hope there will 
be a frank and full discussion on the part of the members here 
on the report. Grentlemen, the matter is before you. Do any of 
the members desire to ask any questions in reference to the matter 
brought out in the report. It seems to me that it is one of the most 
important matters confronting the business of our members at the 
present time, and particularly in view of what we have gone 
through within the past week. 

Mr. Netcman (M. W. Newman & Sons, New Orleans) : What 
function is it that the United States Labor Board has performed 
that the Interstate Commerce Commission cannot perform? 
What is the purpose of competing with the Labor Board? 

Mr. Davis: If the Interstate Commerce Commission is to be 
given authority over the wages paid on the railroads, it must have 
some kind of a division created to study that problem. My 
personal views favor transferring the functions of the Labor Board 
to a "Bureau of Labor," to report its findings to the Commission, 
but the Commission must have final authority. The abolition of 
the Labor Board, without the creation within the Interstate 
Commerce Commission of a department to study and make 
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recommendations in wage cases, would leave a serious void. 
The members of the Commission are too heavily burdened with 
other work to handle these cases, in the first instance. Recent 
events have shown the unwisdom of independent boards, one 
located in Washington and the other in Chicago. The Public 
Section of the Labor Board recommended that the railroads 
should reduce rates in order to pass along to the public the benefit 
of the 12 per cent wage reduction of last July. The Labor Board 
evidently was unaware of the fact that about half of that re- 
duction had already been voluntarily passed to the public by 
the railroads. In the recent western grain rates decision, the 
Commission said that operating costs are too high and ought to 
come down, but it has no authority over the most important ele- 
ment of operating costs. 

Mr. Block (Nelson, Cook & Co., Baltimore) : Why wouldn't 
it be possible to amalgamate these two boards? You say the 
Interstate Commerce Commission is already overburdened with 
work. That may be true, but in the decision you just referred 
to, the Interstate Commerce Commission told the railroads they 
had the redress of seeking lower wages from the Labor Board, and 
the Labor Board announced they would not consider any other 
reduction until some time in 1922. Now, unless we secure 
coordination in these two boards we will be at opposite ends of 
the pole all the time. I, for one, would object to having this 
Association go on record as other than placing the authority of the 
supervision of rates and wages under the control of one board. 
I think it would be a very serious mistake to recognize two super- 
vising factors of this type. The circumstances are very serious. 
Perhaps the members sitting here have not realized the seriousness 
of it. If they have they are passing this subject up in a very care- 
less way. It seems to me that we have struck the very crux of the 
whole situation. While it is true that the Interstate Commerce 
Commission has a great deal of work, yet they violated every 
precedent a few days ago when they made this decision on middle 
west grain rates. Heretofore, they have used anywhere from one 
month to a year and a half and now they arrive at a decision in 
very short order, showing that they can function if they will 
only take the trouble to do it. I think we ought to have one 
supervising board, bereft of all political objections or powers. 
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The President: Now, gentlemen, this report, as Mr. Block has 
just said, raises some very important questions. If they are to go 
out of here with the endorsement of this Association, the matter 
should be discussed further. 

Mr. Block: Would it be in order to have this report received 
by the Association ? We have never, it seems to me, in conventions 
of this Association, adopted a report which contains important 
recommendations. This report contains very important recom- 
mendations, and I hardly think it should be adopted in this manner 
without full discussion. This puts this convention on record as 
favoring a continuation of the Labor Board. Now, we are all 
open to conviction. It is my own conviction that the Labor 
Board should be abolished. I have no qualifications of that 
conviction. Every gentleman here may have a different thought 
in the matter, but I venture to suggest that ninety-nine out of a 
hundred have not any convictions at all, and Grentlemen, by 
adopting this report we send broadcast over thfe land a telegraphic 
communication that may come back and slap us in the face 
sometime. 

The President: Then, Mr. Block, I understand you are in 
agreement with the report. 

Mr. Block: Yes, sir; I am, but I do not think that it should be 
adopted as reflecting the unchanging consensus of the member- 
ship. I am not in favor of a continuation of the Railroad Labor 
Board. I believe that all the work should be consolidated and 
handled by one body. That is my own belief. 

The President: For the information of the members present, 
the Board of Grovemors went over this matter yesterday afternoon 
and last night, and approved the recommendations of the Com- 
mittee, which agreed exactly with Mr. Block's idea. Is there 
anyone else? 

Jfr. JfaWm (Fynchon Co., Chicago) : Could the report be read 
again? We could not hear it very well and I should like to hear it 
read again. 

The President: Mr. Chairman, will you please read again the 
portion of the report under discussion. 

Mr. Dams: ''As wages are the most important item in oper- 
ating expenses they become the determining factor in the level 
of rates; the division of authority, therefore, between the Labor 
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Board and the Interstate Commerce Commission constitutes the 
fundamental weakness in the Transportation Act. The best 
efforts of the Commission to stabilize credit and encourage 
economic management can be, and have been, nullified by the 
decisions of this totally unrelated Board. An amendment to the 
Act to co5rdinate the work of the Labor Board with that of the 
Commerce Conmiission is recommended." 

Now, your Committee did not think it advisable to go on 
record as to just how that coordination should be achieved, but 
we do wish to have the Convention endorse the idea of getting the 
two bodies together. 

Mr. Block: Doesn't the report go further and say something 
about the continuation of the two Boards? 

Mr. Davis: No, Sir. 

Mr. Block: Then I was mistaken in it; I understood it did. 

The PreMerd: Grentlemen, is there any further discussion? 
If not, all those in favor of adopting the report will say ''Aye," 
those opposed ''No." The report is adopted. 

Gentlemen, Mr. F. J. Lisman, who is a member of the Railroad 
Securities Committee this year, is not present, but one of his 
partners is and has a statement which Mr. Lisman has prepared, 
giving his individual views — ^not those of the Committee — in 
regard to the handling of the labor question on the railroads. 
Mr. Mitchell May, of F. J. Lisman & Company. 
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RAILROAD, FINANCIAL AND LABOR 

PROBLEMS* 

F. J. LlUfAN 
F. J. Lbnuun * Co., N«w York 

The financial railroad problem in the United States today is in 
fact indentical with the railroad labor problem because if the labor 
problem can be solved satisfactorily, all other questions not only 
can be, but are, largely solved by the Esch-Cunmiins Transporta- 
tion Act of 1920, provided this Act is given an opportunity to 
be properly administered without interference by demagogues 
in and out of Congress. 

At present the railroads of the United States are annually 
earning about five and one-half billion gross and it takes just about 
90% of this amount to produce 6% on the value of the property 
devoted to railroad purposes. Thus far, pending the completion 
of the final physical valuation of the railroads this value has been 
appraised by the Interstate Commerce Commission at about 
nineteen billions. Substantially all of this 20% necessary in 
order to sustain the credit of the railroads and to assure further 
investment for the development of same, was absorbed during the 
years of Government control by the increases paid to labor. 

Previous to 1917 the amount of wages paid out by the railroad 
companies directly to labor absorbed about 40% of the gross 
earnings; in 1920 this amount had increased to about 60%. In 
1921 with the large amount of deferred maintenance labor will 
absorb about 5S% of the gross. This decrease of 7% compared 
with the previous year in the amount paid to labor is just equal 
to the S^% which the railroads of the United States during the 
year 1921 will earn on the above mentioned valuation. 

Before the war and before Congress interfered with the 
relations of the railroads to their employes by passing the noto- 
rious Adamson Act under a strike threat by the labor leaders, the 
railroads got on very well with their employes. It is quite true 
the wages of many clerks and roadway men were unduly low but 
similar comparisons apply, however, to many other classes of help 
in many other walks of life. 

The railroads today have two masters, the Interstate Com- 
merce Commission which regulates their income and prescribes 

•Rtadby MiiekM Ma^, F. J, LinuM S Co,, N€W Yvrk. 
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rule8 of conduct, and the Labor Board which regulates the larger 
portion of their expenses. One might say in effect the Interstate 
Commerce Commission itself is in turn regulated by two different 
factors. One factor is the law as it stands and the other factor is 
the pressure of organized shippers, working through every possible 
political channel in a short-sighted effort to force down rates 
irrespective of the permanent health of our transportation system. 
Dual control has been tried in many ways since the dawn of 
history ; it never has worked and it never can work, either on a large 
scale or on the simplest scale, as in the household, where both the 
master and the mistress are giving different instructions to the 
domestic help. 

It is obvious and now universally acknowledged that the rail- 
roads are a public utility and that their management should be 
properly controlled in the interest of the public; but the same 
theory must necessarily apply to their employees, because em- 
ployers and employees, or capital and labor are equally necessary 
for the purpose of giving proper service to the public. This does 
not in any way mean that there should be a public body which 
should definitely fix their relations to each other. These relations 
necessarily differ in different sections of the country and with the 
class of work. They are necessarily dependent on the kind of 
work performed and on the cost of living. It is obviously absurd 
that a colored fireman, working on a branch line of a railroad in 
the State of Mississippi should get the same wages as a fireman 
working on a trunk line running out of New York or some other 
large city. The labor unions forced on the Federal Railroad 
Administration national agreements containing just such, and 
even more objectionable provisions. They are now trying to per- 
petuate the absurd and extravagant standard then established. 

The effect of this is that the railroad mileage of the United 
States has been decreasing during the last few years and will con- 
tinue to decrease. That is, branch lines are being taken up and 
no new mileage is being constructed in spite of the fact that there 
are unquestionably still very large sections of the country capable 
of further development provided transportation were created. 

The labor union has come to stay and on the whole it has been 
beneficial; but the abuse of unionism is today much more con- 
spicuous than the benefits it has brought. It is the abuse of power 
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by the union leaders which is a menace to our country, not only 
as far as the railroad interests are concerned, but in many other 
ways. For example, a very much larger amount of building would 
be going on and rents would be much lower today if it were not 
for the abuse of power by the leaders of the building trade unions. 
We must face this question. Public opinion can and no doubt in 
time will force Congress to in some way regulate the unions not 
only as far as the national public utility corporations are concerned, 
but possibly in other directions as well. 

Members of the Interstate Commerce Commissions have 
expressed themselves repeatedly to the effect that they do not 
want to have the powers of the Labor Board transferred to them 
for the following reasons: 

1. Th^ are groflsly overworiced already. 

2. The performance of their duties connected with such function would bring 
about further political pressure on them, which is sufficiently burdensome already. 

8. Whenever the Commission should reduce wages it would probably be 
expected to reduce rates, and vice versa, if wages were advanced, the railroads 
would insist on rate advances. 

As a matter of fact it is not necessary for the Interstate Com- 
merce Commission to adjust wages. The companies and their 
employes should be allowed to work this out for themselves, but 
a labor bureau should be created under the supervision of the 
Commission, the function of which would be comparatively 
simple, that is to say, the function of this labor bureau as part of 
the Interstate Commerce Commission should be as follows: 

1. To lay down rules for the election of the labor union officials ^liiicfa shall 
be by secret ballot, and to supervise such elections. 

2. If there appears to be any dissatisfaction or disagreement between a 
railroad corporation and its employes, the points of difference shall be submitted 
to the Labor Bureau, which shall clearly define them. In case 5 per cent of the 
employes or members of any union shall sign a petition favoring a strike, then 
the Labor Bureau shall order a secret strike vote which shall be supervised by it. 
The nances on such a petition should be kept secret. 

8. To prescribe a form of accounting, in accordance with which all books 
of such labor unions are to be kept. 

4. The accounts of the labor unions shall be audited by a certified accountant 
employed by the bureau; said reports to be printed and open to inspection by the 
public* 

Everyone knows that strikes are generally declared by a small 
minority of more or less irresponsible and restless young men. 
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who want excitement, while the majority of the loyal, steady 
employes are passive in these matters and merely go on strike 
because they fear that they or their families wiU be molested. 
The union leaders will vociferously object to such legislation, but 
I am convinced that if this proposed legislation were to be voted 
on, not only most working people but also a majority of union 
labor would favor it by a large majority. 

The result of such an act would be that there could be no 
secret funds which might be used for the hiring of ruffians for the 
purpose of destroying or damaging property or which could be 
used in other iUegal ways. The profits or fancy salaries paid to 
labor union leaders would be made public, which would in turn 
result in a closer supervision of union activity by the men who 
are paying the dues. When the issues are clearly defined the 
demagogic, loud mouthed, professional agitator could no longer 
succeed and a very much better class of men would come forward 
for leadership. It is perfectly absurd that men should be asked to 
vote on the question whether there should be a strike or not 
without knowing the issue on which they are voting. It is clearly 
obvious that most of the strike votes today which are taken on 
glittering generalities are meaningless. 

There is a great tendency nowadays to establish all kinds of 
Congressional and arbitration commissions. Superficially the 
creation of such bodies seem very just but in effect it means that 
disputes are constantly being stimulated for the purpose of having 
them arbitrated. The professional agitators who dominate the 
unions constantly raise new issues so that there may be something 
to arbitrate. As a consequence these arbitrating bodies are and 
always will be overworked. This has been the experience of such 
boards, not only in the United States but also in AustraUa and 
New Zealand, where an attempt has been made to settle ever3rthing 
through them. They have proved to be a failure there and will be 
such everywhere. 

The present Labor Board is a monstrosity. It is wrong in 
theory and it is wrong in practice, and naturally the results 
achieved by it are wrong. There are nine members, three of which 
are supposed to represent the railroads, three the labor unions and 
three the public. The men representing the railroads and the 
unions are, of course, always looking out for their particular 
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interests and the men who are supposed to represent the public 
really have not been chosen by the public; they have been selected 
in the usual manner like other public officials, to some extent, 
selected under political pressure and from various sections of the 
country. 

They certainly have not been selected on account of their 
previous service to the public nor on account of their broad 
knowledge of public opinion or desires. Like most public commis- 
sions, they have started to set up a complicated bureau or what is 
generally known as a circumlocution office with plenty of red 
tape. They have divided the employes of the railroads into some 
six himdred odd different classes and now the railroads are being 
compelled to keep a detailed account of the services performed by 
each different class of men. For instance, if a baggage man on a 
train also handles express, he goes into a different class from the 
man who handles baggage and mail, and if he handles baggage, 
mail and express, he belongs to a third class. A crossing watchman 
who tends to a little gasoline pump belongs to a different class 
from the man who does not look after the pump, etc., etc. 

As a further sequence of the complicated structure this body 
has created within the short time since it has begun to function, 
it finds itself overworked, and takes months to arrive at a decision. 
In the meanwhile, the railroads and the public are suffering. 

Wherever government bureaus are set up, there is ineffi- 
ciency and endless delay. To quote President Harding: *'Let 
us have more business in Grovernment and less Grovemment in 
business.** And this applies to railroads as much as it does to 
shipping, etc. 

Congress may not have the courage to pass the necessary 
legislation through fear of the labor vote, but the fact is that the 
labor vote is only a small fraction of all the voters who are affected 
by the present unsatisfactory conditions. If something is not 
done along the lines above suggested, it will mean that the rail- 
roads of the United States will have to be taken over by the 
Government. This is what some of the radical labor leaders are 
trying to bring about in the hope that they will dominate the 
Government and that in the end the railroads will be operated by 
the labor unions. This scheme is otherwise known as the "Plumb 
Plan" which was introduced in the last Congress. 



INYBSTfiOSNT BANKERS ASSOCIATION OF AMERICA 87 

If the members of this convention of the Investment Bankers 
Assodi^tion of America will go home and spread the gospel of in- 
telligent regulation of the labor unions rather than the regulation 
of wages, then great strides forward wiU be made in every walk 
of life. Tell your friends who want the labor unions regulated, to 
go before Congress and make a noise like a walking delegate; 
success will crown their efforts. 

The President: Grentlemen, at the January meeting of the 
Board of Grovemors, Mr. John E. Oldham, who was a former 
chairman of the Railroad Securities Committee and a former 
vice-president of this Association, stated that he had in the 
course of preparation a revamping and review of his paper entitled 
"A Comprehensive Plan of Railroad Consolidation*' which first 
appeared in the Nation* $ Business and was afterwards published 
as a pamphlet with tables and maps by the United States Chamber 
of Commerce. The Board knowing that Mr. Oldham who has 
contributed so much to this part of the work of the Association 
had made his study, or a large part of his study in his work in 
connection with the Railroad Securities Conmiittee, asked him if 
he would allow the Association to publish the report as a contri- 
bution to the general knowledge and discussion of the matter. 
Mr. Oldham was good enough to do this and the Board has 
authorized the publication of the report which I am glad to say 
has been prepared in time to present at this meeting. I am going 
to ask Mr. Oldham if he won't say something about the report 
which I am sure is not only of great interest to you but, being pre- 
sented here for the first time, is a very timely presentation of the 
subject to you and to the public. Mr. Oldham. [Applause.] 

Mr. Oldham, (Merrill, Oldham & Co., Boston) : Mr. President 
and Gentlemen: I appreciate the fact that it is rather difficult in 
a short time to go over a subject as large as railroad consolidations. 
I welcome, however, the opportunity of saying a word or two 
here in regard to this matter. The full report and conclusions 
are contained in this pamphlet. Those who have followed the 
work of the various railroad securities committees of the Associa- 
tion will find in the report much that is familiar. It is a sunmiing 
up and bringing into one place and to show its practical applica- 
tion the conclusions which your committees have come to from 
time to time. 
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A PLAN FOR RAILROAD CONSOLmATIONS 

John £. Oldham 
AAerrill, Oldham A Co., Boaton 

I take it that no one man is qualified to prepare a plan of rail- 
road consolidations which wiU cover all phases of the question. 
The specific questions which must be given consideration deal with 
operation, traffic relations and credit. This report deals more 
specifically with credit. What I have attempted to do in this 
report is to give a view of the railroad problem as a whole and to 
present a picture as I see it of the problem to be solved. In view 
of the length of the report I will comment only upon its principal 
features. 

Consideration will be given first to the condition of railroad 
credit during the ten-year period preceding Federal control. 
Everybody is familiar in a general way with the unsatisfactory 
condition of railroad credit during that period; everybody knows 
the difficulties which all railroads were meeting in their efforts 
to obtain an income sufficient to support their credit. 

It will be recalled that President Wilson in 1915 appointed a 
special conmiittee, known as the Newlan^ Committee, to investi- 
gate the whole subject of railroad credit in order that legislation, 
if necessary, might be enacted which would enable the railroads to 
get readily and economically capital sufficient to meet the trans- 
portation needs of the country. This Committee was appointed 
before the war and in the course of its investigation had held hear- 
ings in various parts of the country for at least a year. Testimony 
had been taken from railroad men, shippers, economists and others. 
Because of the situation created by war conditions the work of 
this Committee was never completed, but much testimony similar 
to that which it secured was presented when the Fedleral Control 
Act was under consideration before the Senate and House Com- 
mittees. 

At the close of the war former Director-General of the rail- 
roads, Mr. McAdoo, suggested that the Grovernment retain control 
of the railroads for a period of five years with a view to better 
determining the advantages of Grovernment ownership. Hearings, 
covering a period of several months, were held and much of the 
same testimony in regard to the troubles of the railroads (espe- 
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cially the dilBBculty in raising capital) before Federal control was 
again rehearsed at these hearings. Finally, when the Transporta- 
tion Act was under consideration, the whole matter was gone 
over again. The Transportation Act is, therefore, the result of 
a vast amount of testimony before practically the same committee 
that drew the Act, covering a period of five or six years, and the 
testimony presented covered all phases of the question and every- 
body who had any interest in the railroad situation had an oppor- 
tunity to be heard. 

When the railroads were taken over by the Grovemment it 
was generally conceded that credit was very much depreciated 
and, partly because of this and partly for other reasons, the 
railroads were unable to give the service required of them. It was 
natural that many people should believe that private manage- 
ment had failed, and that others should believe that the difiSculty 
was due more largely to the character of governmental regulation; 
however, opinion was quite unanimous that the railroads should 
not be returned to their owners without proper remedial legislation 
which ought to be designed primarily to enable the railroads to 
obtain capital. 

The railroads were returned to their owners March 1, 19^20 and 
are now operating under the Transportation Act. 

Th«« is so much misunderstanding in regard to the causes 
which had operated to depreciate the credit of the railroads that 
I will briefly review the situation as it appears to me, depending 
for my information upon the reports issued from time to time 
by the Interstate Commerce Commission. In the last analysis 
the matter of depreciated railroad credit resolves itself into ina- 
bility of the railroads generally to obtain, under the rates in force, 
sufficient income. Further consolidations have been proposed by 
many as a solution of the problem and this pamphlet is devoted 
especially to a consideration of the relation of consolidations to 
credit. FoUowing the discussion of the nature of and requisites 
for sound credit, a plan of consolidations is proposed and statistical 
and other data is presented showing the practicability of bring- 
ing about such a plan. 

It has been quite customary in considering the railroad problem 
to classify the railroads of the country as the "strong" and "weak" 
roads; the strong roads being the roads which have heretofore paid 
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dividends consistently and regularly and the weak roads the 
roads which have not paid dividends. An investigation of the 
financial policies of the strong roads shows that prior to 1910 a 
considerable part of their financial requirements were met by 
issues of capital stock and that after 1910 very little stock was 
issued, but that their capital requirements were met largely by 
the issue and sale of obligations — ^more especially bonds or notes — 
thus increasing fixed charges. 

A comparison of the reports by years, nevertheless, shows that 
these roads were paying substantiaUy the same rate of dividends 
in the period 1910 to 1915 that they paid prior to 1910. While 
it might appear from this that credit had not been depreciated 
and that there was just as much reason for investors continuing 
to buy stock during the latter period as during the former, the 
facts of the case are that very little stock was issued. 

A more critical examination of the financial statements shows 
that while the same rates of dividends were paid the margin over 
dividends was being constantly reduced and it is fair to conclude 
that the public was discounting the future and held the belief 
that there was a strong probability that the railroads would be 
unable to maintain dividends at the same rate because of the 
constantly increasing cost of operation and inability to obtain 
higher rates in order to offset the increased cost. So far as the 
strong roads are concerned, it is fair to conclude that their de- 
preciated credit was due primarily and almost solely to inadequate 
rates. 

The depreciated credit of the weak roads was also in part due 
to the same cause, nevertheless, there were other causes which 
had an important bearing upon the fijiancial position of these 
roads. 

For the purpose of comparison I have made up two groups oi 
roads; group A includes ten of the largest railroads in the West 
and South which were regular dividend payers, and group B 
includes ten of the roads operating in the same territory which 
were non-dividend payers. This comparison will be found in 
detail on page 11.^ Table I shows that these two classes of roads 
handled about the same kind of traffic; that is, in each case there 
was about the same proportion of passenger, freight, and miscel- 
laneous business. Table 11 shows that the kind of freight handled 

*A Plan for Railroad Conttdidatiimat by John B. Oldham, DiHribuUd by th* A$$oeiaiion, 
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was similar, as the tonnage in both cases was of much the same 
character. Table m shows the uniformity of rates for both pas- 
senger and freight service. 

Table IV is especially significant as it shows that there was 
very little difference in operating cost exclusive of maintenance; 
that is to say, the total expense of operation, including taxes but 
excluding maintenance, was 41.1 per cent for the roads in group 
A, as against 48.6 per cent for the roads in group B. The next 
column of the same table shows that the amount expended for 
maintenance of property combined with the amount reserved 
for depreciation was 85.7 per cent and 88.8 per cent respectively. 
The last column shows that the proportionate part of $1.00 of 
gross income which was distributed to security holders was 
practically the same in each case — 28.2 per cent for the strong 
roads as against 22.6 per cent for the weak roads. 

The next table shows that while each group of roads distrib- 
uted to security holders about the same proportionate part of 
the gross income, nevertheless, the roads in the so-called strong 
group distributed 11.5 per cent in the form of fixed charges and 
11.7 in the form of dividends, making a total distribution of 28.2 
per cent, while the roads in the weak group distributed 22.2 per 
cent in the form of fixed charges and 4-10 of 1 per cent as divi- 
dends, a total of 22.6 per cent. 

Table VI indicates the amount of capitalization for each 
dollar of gross operating income, and from this it will be seen 
that the capitalization of the strong roads was $4.07 against 
$7.08 for the weak roads. 

The last table shows that the earnings on the capitalization 
of the group A and group B roads would not have been materially 
different if these two groups of roads had been capitalized in a 
similar manner. On the basis of existing capitalization the strong 
roads show earnings of 7.54 per cent against 4.01 per cent for the 
weak roads. If both classes of roads had been capitalized on the 
basis of the strong roads there would have been a difference only 
as between 7.54 per cent and 6.93 per cent. If all had been capi- 
talized as were the weak roads there would have been a difference 
only as between 4.87 per cent and 4.01 per cent. 

A glance over these tables will show that the difference be- 
tween these two groups of roads is very largely a matter of capi- 
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talization, and that if capitalization were placed on the same 
basis all of them should be able to prosper similarly under uniform 
rates. 

The small roads not typified by these two groups no doubt 
are less favorably situated and would have required some treat- 
ment beyond an increase in rates and financial reorganization to 
have maintained themselves in a strong credit position. 

I think in a general way it may be said that the most important 
feature of the remedial legislation is the method of rate making 
provided by the Transportation Act. I wiU not attempt to discuss 
this provision in detail but m«^y will suggest that it recognizes 
the cost of capital as a part of the cost of service and endeavors to 
provide a system of rate making which will furnish a just and fair 
return on invested capital. 

In the discussion of this matter emphasis has been laid upon 
the fact that the rate-making provisions of the Transportation 
Act are much in line with the various service-at-cost plans which 
have been successfully applied in the case of public utilities. This 
method of rate making is more dilBBcult in its apphcation to rail- 
roads because it is an attempt to apply the principle to competing 
companies instead of to a monopoly as in the case of public utili- 
ties. 

The pamphlet, pages 19 to 28, contains a rather complete dis- 
cussion of the method of rate making contained in the Trans- 
portation Act and finally comes to the conclusion that the service- 
at-cost principle cannot be applied successfully to railroads of the 
country except under one of three conditions: (a) that transpor- 
tation is made a monopoly ; (b) some method is provided for pooling 
and redistributing income so that each railroad wiU receive its 
fair return on the basis of its cost of operation and value; or (c) 
that railroads competing with each other shall be so similarly 
situated that they can earn substantially the same rate of return 
under uniform rates. 

The conclusion is finally reached that the country has declared 
against a monopoly; that a redistribution of earnings as proposed 
under the heading (b) is economically unsound and practically 
impossible; and, therefore, that unless it is possible to combine 
the railroads so as to create systems which are substantially uni- 
form in situation and circumstances the most important provision 
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of the Transportation Act, namely, the rate-making provisions, 
will be disappointing in the results obtained. For the purpose of 
credit, therefore, it is clear that further consolidations among 
existing systems are necessary. 

Not only are consolidations essential in order that credit may 
be restored but they are necessary in order to carry out other 
important provisions of the Act, especially in the matter of econo- 
my and efficiency. It was in order that theie might be greater 
efficiency that Congress provided for private ownership and opera- 
tion in preference to Grovemment ownership; and for the same 
reason it made provision for competition instead of creating a 
monopoly. 

There are different points of view as to the meaning of compe- 
tition, but it seems to be clear that inasmuch as the object of 
competition is to promote efficiency and economy, the kind of 
competition intended is only such as may be expected to serve 
these purposes. Competition, therefore, which would require 
duplication of facilities or which would in any way increase 
the cost of service is clearly inconsistent with the purposes of 
the Act. The Act calls for a limited number of systems so com- 
peting as to secure economical service through efficiency of 
operation. 

Under the policy of rate making established by the Transpor- 
tation Act the total railroad income in a given rate-making terri- 
tory is to be limited to an amount which will equal the fair return 
on the aggregate value of the property of all the roads in the 
territory. As railroads have no control over rates to be charged 
for service and as they are forbidden by law from discriminating 
in favor of either individuals or communities, competition resolves 
itself into a contest among the roads in each district for such part 
of the total income as each is able to obtain as a result of the 
faciUties which it can furnish and the quality of service which it 
can offer. 

This is genuine competition, provided the companies are 
similarly situated so as to create equality of opportunity, for under 
such circumstances efficiency of operation alone would determine 
the income which each would receive. Unless the companies are 
similarly situated other factors, especially favorableness of loca- 
tions, will in part determine the receipt of income, and in so far as 
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such factors are unduly rewardecL efficiency of operation will fail 
to receive its just reward. 

Congress has made competition an essential factor in the 
railroad policy of the country on the theory that competition 
provides the means of assuring adequate service with the greatest 
efficiency and economy. It is obvious that these purposes cannot 
be served unless the companies engaged in competition have 
equal operating advantages and similar financial strength and 
credit standing; and that to establish these conditions it will be 
necessary to make further consolidations among existing systems. 

The Transportation Act in general provides that the consolida- 
tions to take place shall meet certain specific conditions. It re- 
quires that the resulting systems shall be limited in number, that 
they shall be competitive, and that existing competition among 
such systems shall be preserved as fully as possible. 

When it says "competition shall be preserved as fuUy as possi- 
ble/' I understand it means as fuUy as is consistent with the 
other general purposes of the Act. It does not mean a weak line 
competing with a strong line; it means systems which axe able 
to compete for business on equal terms. This is indicated by the 
next provision which provides that these systems ''shall be uniform 
so that they can employ uniform rates in the movement of com- 
petitive traffic and under efficient management earn substantially 
the same rate of return upon the value of their respective railway 
properties." 

Congress recognized that to prepare such a consolidation 
would require intensive study and in order to have the benefit 
of the best information available, not only on the credit side but 
on the operating and the traffic side, it provided that a tentative 
plan should first be prepared for public discussion and should 
form the basis of the final plan. It recognized that even after the 
final plan was prepared some changes might be desirable and 
therefore, while it provided that future consolidations should be 
in harmony with the final plan, it nevertheless left some leeway 
for future modifications of such plan. 

A tentative plan only involves dealing with the larger systems 
because the basic systems must first be determined and the 
natural place for the smaller ones can be determined only after 
the general plan is laid out. 
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There are many who believe that raihoad consolidations on a 
large scale are impracticable, since the large number of roads in 
question involves such a conflict of interest that it will not be 
possible to lay out any plan which will prove to be satisfactory 
and protect the interests of all concerned. However, the problem 
does not appear to me to be quite as difficult as many people be- 
lieve for great strides have already been made in developing a 
system of transportation along the lines contemplated by the 
Transportation Act. 

In support of this statement I would call attention to the fact 
that on June 80, 1916, there were 169 Class 1 roads, — ^that is, roads 
earning $1,000,000 and upwards. One hundred and nine of the 
169 roads,through affiliations of one kind or another (stock owner- 
ship, lease or otherwise) are already concentrated within 80 systems 
and these 80 systems control 80 per cent of the mileage of the coun- 
try and 88 per cent of the revenues. Seventeen additional Class 
1 roads are similarly associated under 15 systems and 94 per cent 
of the railroad revenues of the country are therefore already 
centered in 45 systems. From these facts it is perfectly clear that 
unless the necessary cooperation can be secured by the representa- 
tives of these thirty systems it will be impossible to develop a 
comprehensive plan of railroad consolidations as contemplated by 
the Transportation Act. It is equally clear that if an agreement 
could be reached by the representatives of these thirty systems 
a comprehensive plan of consolidations would be very largely ac- 
complished. Much of the difficulty in obtaining this cooperation 
is due to the quite general belief that the combining of the strong 
and the weak roads is to average the advantages and the disad- 
vantages of the strong and the weak roads by taking the resources 
of the strong roads and turning them over to the weak roads. 

I have discussed this subject at some length on page £5 of 
the iMtmphlet and perhaps I can make the matter clearer by 
reading the statement which appears on that page: 

''Much of the opposition to consolidations has been and wiU 
continue to be based on the theory that their purpose is to strength- 
en the 'weak' by weakening the 'strong' roads and that the credit 
of the 'strong' roads will thereby be impaired. If this result is 
to foUow, it goes without saying that voluntary consolidations 
in a large way will never take place. 
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'This conception of the problem, however, proceeds largely 
on the assumption that the 'weak' roads generally are less favorably 
situated. It does not take int#account the fact that approximately 
%5 per cent of the country's traffic is handled by systems which are 
Veak' only in their capitalization, but are similar to the 'strong' 
roads both in operating conditions and in favorableness of loca- 
tion, and, if similarly capitalized, would have similar financial 
strength. (The similarity and diflferences of these two groups of 
roads are fully discussed in Part 1, pages 10-15). 

"The contention that the credit of the so-called 'strong' 
roads will be impaired by merging with the 'weak' roads, in so 
far as it applies to such systems as are here referred to, can be 
upheld only on the theory that the amount of existing capitaliza- 
tion rather than property value, is to be the controlling factor in 
determining the basis of consolidations, and that adjustment of 
capitalization to conform to property value is not to be made at 
the time or before consolidations take place. Such readjustments, 
however, are required by the provision of the Transportation 
Act which stipulates that the bonds at par of a corporation 
shall not exceed the value of the consolidated properties as 
determined by the Commission. Thus in the process of consoli- 
dation over-capitalization will be eliminated wherever it is found. 

"The problem of consolidations, therefore, has to do largely 
with the merging of roads whose main difference is a matter of 
capitalization, inasmuch as the remaining roads — the less favorably 
situated — ^handle not over 15 per cent of the country's traffic. 

"Even the absorption of these roads need not prove a burden, 
provided proper recognition is given to the property values and 
relative earning capacity of the several companies involved. 

"While the complexity of the problem of harmonizing the 
many interests concerned is fully appreciated, it is sufficient here 
to say that, if the public interest requires that such consolidations 
be made, the difficulties of making them on a basis which will fully 
recognize the rights of all parties appear to be no greater than 
those which have been met successfully many times heretofore 
in railroad and industrial consolidations." 

In the plan of consolidations which I have prepared I have 
been more concerned in presenting facts and figures to demon- 
strate the necessity of uniting the roads so as to create substantial 
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uniformity than to determine the particular grouping which would 
accomplish this purpose. In other words, I have been more in- 
terested in the practicability of such a plan than in working out 
all of its details. 

I thitik it is clear that these systems must be similar in operat- 
ing conditions and financial strength; and inasmuch as they must 
be strong units, it follows that they must be to a considerable extent 
similar in size. To cariy out the purpose of the Transportation Act 
they must also operate in competition with other systems in the 
territory which they serve. 

These systems are given in detail on pages 33 to 40. I will 
not attempt any detailed description of these systems. The 
statistical data on pages 44 to 46 will show the similarity of the 
different systems in each district, both in matters which relate 
to the character of traffic handled and the cost of handling the 
same. Attention may be called also to the similarity of results 
in operation under uniform rates. 

My conception of a national transportation system such as is 
contemplated by the Transportation Act would be three or four 
New York Centrals or Pennsylvanias in the East, and five or 
six Atchisons, Northern Pacifies or Burlingtons in the West. 
This is in effect what I have attempted to bring about in the 
grouping which has been made. 

The discussions in the pamphlet have been concerned mainly 
with the importance of sound credit and the suggested groupings 
have been developed to insure among other things the presence 
of this fundamental in each consolidated system. Consolidations, 
therefore, have been built around the strong systems — the roads 
which have established themselves in the confidence of the public 
by conservative policies both in matters which relate to finance . 
and management. 

In closing it may be said that the future railroad policy of 
the country as set forth in the Transportation Act is a policy of 
private management under public regulation; that in so far as a 
satisfactory system of public regulation can be established by 
legislation it has been established by the Transportation Act. 
While some modifications of the legislation will undoubtedly be 
made from time to time, nevertheless, the fundamental principles 
upon which it is based will not be substantially changed. 
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It is perfectly clear to me that if the Transportation Act is to 
work out successfully it must produce substantially uniform 
results. Such results cannot be obtained unless uniform operating 
and financial conditions surround the roads. In order to create 
such uniformity further consolidations must be made. Congress 
has provided a means by which these consolidations can be made 
by voluntary action on the part of the present owners and managers 
of the railroads of the country. If sufficient cooperation cannot 
be secured to produce this result by voluntary action then the 
next step wiU be either compulsory consolidations under private 
management, or more likely the establishment of Grovernment 
ownership. [Applause.] 

The President: Gentlemen, I see that your applause makes 
no comment on my part necessary. I do feel, however, that I 
want to say this: I have known John £. Oldham for some time, 
and the more I know him the better I like the work he does. I 
know he is too modest to say it, but this report is practically the 
result of an eight-year study. I presume he studied it somewhat 
before that but it really is the result of an eight-year study of the 
railroad situation. I think the Association is to be congratulated 
upon being able first to present to the public his revised results 
of his study of consolidations under the Esch-Cummins Act. 

Gentlemen, we meet again at 2 o'clock this afternoon in this 
room. 



INVESTMENT BANKERS ASSOCIATION OF AMERICA 90 

MONDAY AFTERNOON SESSION 

OCTOBER SI, 1921 

The President: Mr. White, are you ready to present the 
Finance Committee's report? We are ready to receive it now, 
Grentlemen: Mr. White, of Lee, Higginson & Co., Chicago, 
Chairman of the Finance Committee, will now present the report, 
which was omitted this morning. 

REPORT OF FINANCE AND AUDITING 

COMMITTEE 

Your Finance Committee has held regular monthly meetings and has approved 
aD disbursements* confining such disbursements to the appropriations made by 
the Board of Governors. 

As compared with income from dues, amounting to $76,847.50, the total 
expenses of the Association have amounted to $65,646.47, or about 85 per cent 
of the assured fixed income. 

Under instructions from the Board of Governors and with a view to increasing 
the income from idle funds of the Association your Conunittee has authorised the 
investment of certain portions of such funds in United States Government securi- 
ties, the income in this respect during the past fiscal year having amounted to 
$4,581.13, in addition to $1,281.01 interest received from bank balances; 

Inasmuch as the membership fee of $100 is not fixed income it has not been 
considered wise to treat income from membership fees as available for ordinary 
operating expenses, and under instructions of the Board of Governors your Com- 
mittee has htpt the income from membership fees (and also interest from invest- 
ments) in separate funds and invested m United States Government 4J^% Victory 
Notes. The holdings in the Special Investment Account, representing membership 
fees, amount to $21,000 par value of Victory Notes. 

The books of the Association have been audited by Arthur £. Andersen fc 
Company of Chicago, Certified Public Accountants, a copy of whose audit is 
attached to and made a part of this report. 

It is the opinion of your Committee that the accounts and records of the 
Association are in splendid condition. 

Respectfully submitted, 

S. W. White, Chairman, 



To the Board of Governors, Investment Bankers Association of America, Chi- 



IharSir§, 

As instructed, we have audited the records of the Investment Bankers Asso- 
ciation ol America for the fiscal year ended August 31, 1021, and submit the 
foDowing Exhibits with our comments thereon: 
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Compaimtive Statement of Cash Receipts and Disburaements for 

the two yean ended Augost SI, 1920 and 1921 Exhibit I 

Conqwrative Statement of Committee Expenses for the two years 

ended August SI, 1920 and 1921 Exhibit II 

Comparative Statement of Income and Expenses for the two yean 

ended August 81, 1920 and 1921 Exhibit III 

Balance Sheet— August 81, 1921 Exhibit IV 

CaSB RsCBIPTS and DXBBUBSEICKNTB 

A condensed comparative statement of cash receipts and disbursements for 
the yean ended August SI, 1920 and 1921. respectively, follows: 

InereoH 
Fitoal Year Ended or 

Particular$ Aug. SI, 1990 Aug, SI, 19tl Decrea$e* 

Rbceiptb: 

Dues and Fees $ 76,775.00 $ 85,647.50 $ 8,772.50 

Contributions 550.00 550.00* 

Bulletin Builden 12.75 12.75 

Educational and Reclamation Books. . . 627.65 2,767.67 2,140.02 

Interest 1,264.52 5,840.28 4,575.71 

Securities Liquidated 28,000.00 47,500.00 19,500.00 



Total Receipts $107,217.17 $141,668.15 $84,450.98 

Dububsemxntb: 

Counsel $ 6,051.98$ 10,261.06$ 4,209.18 

Salaries 10,492.50 18,280.00 2,787.50 

Convention Expense 2,056.12 8,067.45 1,011.88 

Rent 2,785.00 4,860.00 1,625.00 

Publishing Annual Ftooeedings 2,862.85 8,772.02 909.67 

Bulletin Service 5,126.26 7,845.07 2,218.81 

Committees 5,745.87 11,871.80 6,125.48 

Blue Sky Summary 8,280.91 8,t80.91 

Other E^nses 5,626.11 8,596.86 2,970.75 

Securities Purchased 86,055.60 70,584.60 15,521.00* 



Total Disbursements $126,751.74 $186,819.27 $ 9,567.58 

Excess or ^Deficiency of Receipts over Dis- 
bursements $ 19,584.57*$ 5,848.88 $24,888.45 

Add Cash Balance at beginning of year 88,766.98 19,282.41 19,584.57* 



Cash Balance at end of year $ 19,282.41 $ 24,581 .29 $ 5,848.88 

Dues and Fees for the year under review show an increase of $8,772 .50, and 
represents additions to the membership during the year. 
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ted as foUows: 






Mmabera 


C2a<« 


Amount 


11 


A 


$ 825.00 


3 


B 


450.00 






14 $1,275.00 

The increase in book revenue is due to large sales during the year of educa- 
tional books. 

The purchase of these books is classed as an Educational Committee expense 
and amounts to $5,250.00. The total Educational Committee expense is $6,234.08, 
which is part of the amount $11,871.30 Committee Expenses shown in the above 
table. The total expenditure may be detailed as follows: 

Number 
Partieulart of Volumes 

Volume No. 8 1000 

Volume No. 4 1000 

Vohune No. 5 1000 

Vohmie No. 6 1000 

Fearing new book* 
Other Committee Expenses 



Amount 

$ 724.24 

1.455.55 

1,048.05 

1,421.26 

610.00 

374.08 



4000 



$6,234.08 



*Not printed. 



The records being kept on a cash receipt and disbursement basis no inventory 
of books at August 31, 1921, was taken. It was found part of the books were at 
the Chicago office and part at New York. 

The increase of $4,575.71 in interest is due to the increased amount of interest 
bearing securities owned by the Association during the period under review as 
compared with the prior period. 

During the year ended August 31, 1921, U. S. Certificates of Indebtedness 
to the amount of $47,500.00 matured as compared with $28,000.00 in 1920, which 
accounts for the increase of $19,500.00 in cash received as shown above. 

Disbursements for expenses as shown above were apphcable to the year 
ended August 31. 1921. The Assistant Secretary informed us that there were 
no unpaid bills for the period under review and that aU expenses incurred by^the 
Association during the year were reflected on the books. 

MEMBlOtSHIPS 

The changes in membership during the year under review are shown in the 
following table: 

ClasHfieation 

Pariieulare ABC ToUd 

Membership at September 1. 1920 148 255 82 485 

Changes in Classification 2 ... 2t..; 

150 255 80 485 



tI>«erMM. 



• « 
• • • 






* 
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Half Rate 1« S 1 16 

Beinstotod 1 1 

Total Additions 62 28 8 88 

Total 212 278 88 578 

LosMs during year 7t 18t it 2lt 

Per Membendup record at August 81. 1921 205 865 82 552 

Net Gain During Year 55 10 2 67 

Cash receipts from membership dues and fees as shown by the books were 
reconciled with the above statement. 

MembershqM for the year under review show a net increase of 67 as com- 
pared with 52 for the previous year. 

Sst'UHlTUBB 

The securities shown in the following table were on hand at August 81» 1021 : 

Partieidari Par Ctmt 

GiNSRAL Invbbtiibnt Acoount: 

U. S. Certificates of Indebtedness 5H%— due Octo- 
ber 15. 1021 $80,000.00 $80,000.00 

U. S. Certificates of Indebtedness 6%— due Decem- 
ber 15. 1021 25.000.00 25.000.00 

Total General Investment $55,000.00 $55,000.00 

SraczAL Invbbtmbnt Account: 

U. S. Victory Notes 4^%— due Blay 20. 1928 21,000.00 20.242.90 

Inibsbbt Invsbted Acoottnt: 

U. S. Victory Notes 4^%--due May 20. 1928 6.000.00 5.847 .80 

Total (Exhibit TV) $82,000.00 $81,090.00 

SCOFB OF THB AUDIT 

The detail work performed, in addition to that already commented upon, 
included: 

(1) All cash receipts were traced to the bank statements and were found to 
have been deposited intact The cash receipts record footings were also verified. 

(2) All vouchers covering disbursements were examined and found to be 
properly supported and approved. 

(8) All cancelled checks were examined and checked to the cash disburse- 
ment record. The cash disbursement record footings were also verified. 

(4) The cash balance per books at August 81. 1921. was satisfactorily 
reconciled with a certificate received from the National Bank of the Republic. 
Chicago. Illinois. 

iDeerwe, 
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(5) Hie Petty Cash Fund of the Anistant Secretary was verified by actual 
count and a certificate was obtained from the Secretary for the amount held by him. 

(0) All of the securities owned by the Association were examined by our 
representative at the safety deposit vault of the Harris Trust and Savings Bank 
and found to be in accordance with the records. 

We acknowledge the courtesieB extended our representative during the 
course of the audH. 

Very truly yours, 

Abtbitb Andkbssn & Co.f 
Certified Public Accountants 

EMbUI 

INVESTMENT BANKERS ASSOCIATION OF AMERICA 

COMPARISON OF CASH RECEIPTS AND DISBURSEMENTS 
FOR THE FISCAL YEARS ENDED AUGUST SI, 1980, AND 1081 

InenoM 
Fi$eal Year Endtd or 

PtuHadari Aug, SI. 1990 Aug. SI. 1991 DeereoM* 

Balancb at Bxoinnino of Pbbiod: 

Cash in Bank and on Hand $ 88,706.06 $ 10,888.41 010,884.87 



Annual Dues 60,078.00 76,847.80 6378.80 

Entrance Fees 6,800.00 8,700.00 1,000.00 

Contributions 880.00 880.00* 

Bulletin Builders 18.78 18.78 

Educational Books 848.18 8,748.17 8,800.00 

Redamation Books 88.80 88.80 60.00* 

Interest on Bank Balances 1,078.08 1,881.01 808.06 

Interest from Investments 188.87 4,880.88 4,870.68 

Securities Sold 88,000.00 47,800.00 10,800.00 



Total Reoe^>ts 0107,817.17 0141,668.18 $84,480 

Total 0148,064.18 0160,000.86 014,010.41 



Special Counsd 8,608.00 8,870.00 116.00* 

Office Counsel 1,800.00 8,400.00 1,800.00 

Committee Counsel 8,186.08 8,888.06 8,186.08 

Office SalSsries 10,408.80 18,880.00 8,787.80 

Convention Expense 8,086.18 8,067.48 1,011.88 

Traveling E]qmise 760.78 1,006.00 846.18 

Rent 8,788.00 4,860.00 1.688.00 

Furniture and Fntures 100.80 888.80 188.70 

Printing, Stotionery and Postage 8,048.81 8,080.07 1,888.16 

Telephone and Telegraph 53S.57 888.87 1.80 
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DiSBUBSBiiKNTS — Continued: 

Pttbliahing Annual IVoceedingB 2,802.85 8,772.02 000.07 

Bulletin Service 5.120.20 7,845.07 2,218.81 

Diies--ChamberofComnieiceofU.S.A. 800.00 800.00 

Donation — Chamber of Commerce of U. 

S.A 1.000.00 1,000.00 

Auditing 100.00 100.00 

Sundry 820.20 780.18 00.07* 

Extraordinary EzpenMS 180.25 100.25* 

Membership Signs 775.00 775.00* 

Securities Purdiased 80,055.00 70,584.00 15,521.00* 

Blue Sky Summary 8,280.01 8,280.01 

Stenographic Reports 741.40 741.40 

Book Refunds 4.80 4.80 

Committee Expenses (Exhibit II) 5,745.87 11,871 .80 0,125.48 

Total Disbursements $120,751 .74 $188,810.27 $ 0,507.58 

Balance at End of Period: 

Cash in Bank and on Hand 10,282.41 24,581 .20 5,848.88 

$145,084.15 $100,000.50 $14,010.41 
EMlnill 

INVESTMENT BANKERS ASSOCIATION OF AMERICA 

COMPARISON OF COMMITTEE EXPENSES 
FOR THE FISCAL YEARS ENDED AUGUST 81, 1020 AND 1021 

Fucal Years Ended Increaee 

August SI, or 

Particulars 1920 1921 Decrease^ 

Educational $ 524.88 $0,284.06 $5,710.10 

Foreign SecuritiQs 885.28 502.50 882.78* 

Fraudulent Advertising 8.18 8.18 

Government Bond 77.75 12.25 05.50* 

Group Organisations 88.05 28.20 10.45* 

Industrial Conference 440.00 440.00* 

Industrial Securities 84.10 27.08 7.07* 

Legislative 117.01 245.87 128.86 

Municipal Securities 11.75 404.20 482.45 

Publicity 5.00 5.00 

Public Service Securities 2.160.50 214.00 1,046.50* 

Railroad Securities 1.182.70 8,040.00 2,457.80 

Real Estate Securities 

Reclamation Securities 

Syndicate AgreemenU 48.75 188.17 180.42 

Taxation 270.50 275.02 8.58* 

Total (Exhibit I) $5,745.87 $11,871.80 $6,125.48 

^Dtereaae, 
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EMbUUI 

INVESTMENT BANKERS ASSOCIATION OF AMERICA 

COMPARISON OF INCOME AND EXPENSES 
FOR THE FISCAL YEARS ENDED AUGU^ Sl» 1020 AND 1021 

Fiteal Year Ended Increase 

or 
ParHadare Aug. 31, 1990 Aug. SI, 1921 Dcereaee* 

Income: 

Dues, Fees and Contributioofl 177,185.00 $84,572.50 $ 7.447.50 

Educational and Reclamation Books 627.05 2,707.07 2,140.02 

BuDetin Binders 12.75 12.75 

Interest on Bank Balances 1.075.05 1,281.01 205.06 

Interest on Investments 1,875.05 4,581.18 8,206.08 

Total $80,208.65 $08,215.06 $18,011 .41 



Special Counsel $2,605.00 $2,570.00$ 116.00* 

Office Counsel 1,200.00 2,400.00 1,200.00 

Committee Counsel 2,156.08 5,282.06 8,126.08 

Office Salaries 10,402.50 18,280.00 2,787.50 

Convention Expenses 2,056.12 8,067.45 1,011.88 

Traveling Expenses 760.78 1,006.00 246.12 

Rent 2,785.00 4,860.00 1,625.00 

Printing, SUtionery and Postage 2,048.81 8,080.07 1,882.16 

Telephone and Telegraph 588.57 5S5.SI 1.80 

Publishing Annual Proceedings 2,862.85 8,772.02 000.67 

Bulletin Service 5,126.26 7,845.07 2,218.81 

Dues and Donation — Chamber of Com- 
merce of U. S. A 800.00 1,800.00 1,000.00 

Sundries 820.20 780.18 00.07* 

Auditing 100.00 100.00 

Extraordinary Expense 160.25 160.25* 

Membershq} Signs 775.00 775.00* 

Bhie Sky Summary 8,280.01 8,280.01 

Stenographic Repots 741.40 741.40 

Book Refunds 4.80 4.80 

Committees: 

Educational 524.88 6,284.08 5,710.10 

Foreign Securities 835.28 502.50 882.78* 

Fraudulent Advertising 8.18 8.18 

Government Bond 77.75 12.25 65.50* 

Group Organisations 88.65 28.20 10.45* 

Industrial Conference 440.00 440.00* 

Industrial Securities... 84.10 27.08 7.07* 



106 TENTH ANNUAL CONVENTION 

ExpENSB»— Conttfisietf; 

Legislative 117.01 245.87 188.M 

MimidiMd Securities 11.75 404.80 482.45 

Publicity 5.00 5.00 

Public Service Securities 2,160.50 214.00 1.046.50* 

Railroad Securities 1,182.70 8,640.00 2,457.80 

Syndicate Agreements 48.75 188.17 189.42 

Taxation 270.50 275.02 8.58* 

Total 840,586.64 165.546.47 $24,050.88 

Net Income Carried to Surplus (Ediibit IV) . $80,617 .01 $27.668 . 50 $11,048 .42* 

EsdMiir 

INVESTMENT BANKERS ASSOCUTION OF ABfERICA 
BALANCE SHEET, AU6l}ST 81, 1021 



Cabh: 

In Bank $24,881 

Petty Cash Fund 200.00$ 24,581 

hsTWBfnatm and Aocmuso JsTEBan: 

U. S. Certificates of Indebtedness $55,000.00 

U. S. 4ii% Victory Notes 26,000.20 

Interest Accrued 1,206.89 82,298.50 

FoBinTUBB AND Fdctuub (at Cost) 2,877.51 

$100,257.89 
Nbt Wobth 
Advancb Dun— 1921-1922 $ 1,275.00 

Rbvsnux Subplub: 

Balance, September 1, 1920 $80,818.80 

Net Income for Fiscal Year ended August 81, 1021 

(Exhibit m) 27,668.59 107,082.89 

$100,257.89 

The President: You have heard the report of the Finance 
Committee, are there questions that you desire to ask regarding 
it, or is there any discussion of it? If not, the Chair will, without 
objection on the part of the members order it received and filed. 
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The next matter on the program is the report and discussion 
of the Education Committee. I may say that I think the members 
generally are fairly well familiar with the work that has been 
done by this Committee, which for the past few years has been 
composed of Mr. Lawrence Chamberlain and Mr. £. W. Bulkley. 
They have done a great deal of hard work and I think the work has 
been very well appreciated for the last two years in particular. 
Mr. Chamberlain, unfortunately, is not able to be present and I 
am going to call upon Mr. Prescott to read his report for him. 

(Iff. FrueaU, qf Pre$ooit & Stnfdtr, KansoM CUif, pmnML (k* nport qftk§ 
CemmiiUt.) 



"] 
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REPORT OF THE EDUCATION COMMITTEE 

During the past year the Educatbn Committee has continued its woric on 
the series of volumes relating to the investment banking business which the Asso- 
ciation has been publishing. Members have been informed of completed work 
through the Buli^etin and other communications from the Secretary's office. Since 
the last annual meeting of the Association the following books have been pub- 
lished: 

Legal Aspects of the Transfer of Securities." by H. Brua Campbell. 
Railroad Securities : A Course of Study with References," by A. M. Sakolski. 
Industrial Securities," by Clinton CoUver. 

Since the natiire of these works, which were in process of preparation last 
year, was indicated in the report at the annual meeting in 1020 and later in the 
Bulletin, the Committee will not now repeat the descriptions. 

One book, "The Work of the Cashier's Cage," is still in course of prq>aration. 
This, and the book on "The Transfer of Securities," were intended to be supple- 
mentary and were planned with reference to each other. Bir. Frank Reed, a 
man of long special practical experience in this aspect of the work of an invest- 
ment banking house, prepared a text When it was completed the Conunittee 
decided that it wanted a substantial amount of additional matter, and as the 
pressure of his own work as a partner in an investment house made Mr. Reed 
reluctant to take on a further burden, the Committee appealed to Mr. Frederick 
S. Todman. He is also a man of special experience in this field. His book on 
"Stock Exchange Accounting" demonstrates his capacity for clear expression. 
It is expected that Mr. Todman will have completed his work by the time of the 
annual convention this year. Mr. Haubitser, who is associated with Spencer 
Trask & Company, is, at the instance of Mr. Bulkley, giving the Committee the 
benefit of his suggestions. This book is covering carefully the cashier's work 
and the Committee feels that the members of the Association will welcome it. 

Dr. Thomas Conway, of the Wharton School of Finance, University of Penn- 
sylvania, has undertaken to write a volume on Public Utility Securities. It is 
contemplated that this book will be on a much larger scale than the previous 
publications presented by the Committee, and will cover the field in a comprehen- 
sive way. Dr. Conway's engagements as an expert in the field of public utilities, 
cause such a pressure on his time that it has required all Mr. Bulkley's persuasive 
powers to induce him to undertake the work. Dr. Conway is not stipulating any 
compensation for his own services but the Committee, whose authority of course 
expires with the year of its appointment, felt confident that the Association would 
back up a promise of the Committee that Dr. Conway should be reimbursed, 
within limits, for clerical assistance and other costs incident to the preparation 
of the book. 

The Committee realizes that its work costs something and that it is its duty 
to produce the greatest possible value for each dollar of the Association's money. 
In the endeavor to make its work more nearly self-supporting it decided on an 
increase in the price of the books published, of which the members were notified 
when the new books of this year were published. This report wiU not go into 
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fiscml details but refers the membera to the reports oi the Treasurer and the 
Secretary. 

Respectfully submitted* 
Lawrence ChambebtiATX, Chairman, 

SUMMABT 

Books published before this year: 

'Courses of Study in Corporation Finance and Investment/' by Hastings 
lo^on. 

'Individual and Corporation Mortgages,*' by Wm. Lilly. 

'Stock Exchange Business/' by Prof. S. S. Huebner. 
Books published during the year: 

'Legal Aspects of the Transfer of Securities," by H. Brua Campbell. 

'Railroad Securities: A Course of Study with References," by A. M. Sakolski. 

'Industrial Securities," by Clinton Collver. 
Books in preparation: 

"Woik of the Cashier's Cage/' by Frank Reed and F. S. Todman 
"Public Utility Securities," by Dr. Thomas Conway. 

Questions 

The Education Committee has published, or has in preparation, something 
in most of the fields in which the members of the Association are interested except 
Government and Municipal Bonds. 

1. Should the Education Committee of the Association undertake the prep- 
aration and publication of a work on Government and Municipal Bonds? If it 
should, what should be the nature and scope of the work? 

2. Have there been any generally helpful books on Salesmanship, and if so, 
is there any demand for one on Security Salesmanship? 

8. How do you "educate" your men? i. e. What means do you take to 
see that they gain the necessary information and knowledge about their business? 
In what respect do the books of the Association help? What are their faults? 

4. Suggest any other phases of investment banking that mig^t properly 
be described and codified in texts. 

The President: Gentlemen, this report does not require any 
action upon the part of the convention, but the Chairman as you 
can see has outlined a discussion of some of the subject-matter 
covered which is intended to be both for the ben^t of the Com- 
mittee in its future work and for the benefit of the members of the 
Association. In order that you may thoroughly understand the 
purpose of the Education Committee, and I have wondered at 
times whether the members in general have thoroughly understood 
it, I am going to ask the Secretary if he won't state very briefly 
what has been accomplished and what is being done by the Secre- 
tary's office in conjunction with the work of this Committee. 
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The Secretary: Mr. President, I have not prepared myself 
with figures because I did not know you were going to ask me to 
say anything, although we do have the figures. The Education 
Committee has issued six books. These books have met a very 
large sale. First, a great many of our members in the beginning 
paid little attention to them and then they came to the point of 
getting them introduced in colleges where they have financial 
courses. As a result after making expenditures year after year 
in the preparation of these books we now are getting an income 
from them. I have here, for example, from 1917 to 1921, the 
Association expended through the Education Conmiittee $12,065, 
in the last three years they have received back $4,637 from the 
sale of books, and we also have on hand an inventory at the 
present time which covers $3,476 and the books are going out 
steadily so that all this work of the Education Committee over a 
term of years will have only cost the Association about $2,000. 

There are a number of colleges that are adopting them as 
textbooks, and the Education Committee has a plan to go on 
further with this educational work, possibly to the extent of an 
employment bureau where men who take the courses in colleges 
and pass the prescribed examination will be certified by the 
colleges to the Education Committee. The services of these men 
as they graduate will be offered to our members. That is one 
plan. We have talked with a number of the members about it 
and they have said: "'Why, we would be glad to take on a couple 
of college men when they come out after they have had this course 
which has been laid down by the Committee of the Association.'* 
Some of them have said they would take five of them. So the 
field is a very broad one. 

Mr. Chamberlain has two or three more books in mind, but 
in his report he asked the opinion of this Association as to whether 
those books should be prepared. I am sorry he is not here because 
he has simply given about nine years to this work, he and Mr. 
Bulkley. It has always been a small committee. The men have 
given a great deal of time to it and a great many texts have been 
written by these men who have contributed their services. 

The Preeident: Gentlemen, the Education Committee has 
suggested the discussion of three subjects: First, should the 
committee undertake the preparation and publication of a work 
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on Government and Municipal Bonds; if it should, what should 
be the nature and scope of that work. I might say, and it goes 
without saying, if it should develop through discussion here 
that the committee felt warranted in going ahead with work on a 
text book of that character, they naturally would work in coopera- 
tion with the Government Bond Committee and the Municipal 
Bond Committee of this Association. 

Gentlemen, have any of you anything to say on that subject? 

Mr, R088 (Wm. L. Ross & Co., Chicago): Mr. Chairman, 
some of the older members of the Association will remember the 
hard work which I personally did, when this work started. I had 
the honor of suggesting that such a committee be appointed, and 
the naming of the three original members, Mr. Lawrence Chamber- 
lain, Mr. Bulkley, and the late Mr. Albert Bullard. I am glad 
it was done. The work done by this committee was magnificent 
and several times in the last year or two the members of my own 
organization have stated that though this was a great book,* how 
completely out of date the chapter on Government bonds had 
become. The book was written in 1908 or 1909, and in that 
period the whole attitude on Government bonds has shifted or 
changed, and it is time that an up-to-date treatise on Government 
bonds should be written. I feel very keenly that there is no work 
which the education committee could do that would be more 
valuable than to prepare just such a book as has been suggested. 
I accordingly move, if you wish a motion, that the Committee 
be requested to enter actively on the preparation of such a 
book. 

The President: Mr. Ross, I don't believe that a motion is 
necessary. I think the Committee desired to get the sense of the 
meeting from a discussion on the floor. I am very glad you said 
what you did. Has somebody else something to say on the 
subject? 

Mr. Potter (Wm. R. Compton Co., New York) : Have you 
ever issued a publication that showed everything that has been 
issued on this subject? 

The President: I think not. 

Mr. Patter: I think that would be a very valuable thing, if 
it can be compiled and kept up to date. 

^FrincipUt qf Bond IfwutmmL 
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The PrMtdent: Has anybody else anything to say on this 
particular subject? Gentlemen, this is your meeting and I would 
like to hear from you. 

Mr, PrescoU: Mr. President, we have a great variety of Gov- 
ernment bonds to deal with. The first impression is that this 
report has reference only to our own Government bonds. I think 
the intention of the questions must have been — though I will 
admit I have not read the report before this afternoon — must 
have been to cover a wider scope. If a work of this character 
could be prepared by a conmiittee of the Association covering not 
only our own Government bonds, but the bonds of all other 
governments with which we are likely to come to deal, such as 
the United Kingdom, France, Belgium, Argentine, Brazil and so 
forth, and have it all in one volume for ready reference, I think 
it would be an exceedingly valuable thing in all our offices. I 
know we would appreciate it in ours. 

The President: Mr. Hansell, have you any ideas on this 
subject from the Publicity Committee's standpoint? 

Mr. Hansell (Redmond & Co., Philadelphia) : No, this matter 
has never been discussed. I think it would be an excellent thing 
if we had a book on Government bonds covering foreign countries 
as well as America. If such a book could be published and the 
Ekiucation Committee could compile a supplement each year to 
bring it up to date, it would be an excellent thing, because a book 
gotten out now would be out of date six or eight months from now. 
It would be very desirable if it could be kept up to the minute. 

The President: Does anybody else want to say anything on 
that particular subject? 

Mr. PrescoU: I might add a word to what Mr. Hansell has 
just sdd. The work would be a great deal more useful if it gave 
the fundamental principles or laws upon which these securities 
are based. 

The President: The second subject the Conmiittee desires 
discussion on is: **Have there been any generally helpful books 
on Salesmanship, and if so, is there any demand for one on 
Security Salesmanship." Gentlemen, that presents for your 
consideration a practical every day office situation. I wish 
somebody would start a discussion on this subject. Mr. Mulford 
have you any ideas on it? 
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Mr. Mvlford (Ames, Emerich & Co., Chicago) : 'M^. President, 
I have one suggestion that has not been discussed at any length 
but I believe should be considered. I believe the Bulletin should 
be expanded sufficiently to admit of timely articles pointing 
towards selling helps. 

Mr.Prescott: I appreciate the force of that suggestion, if 
you want a discussion started. I am always willing to be conten- 
tious if there is anybody to be contentious with. I think the 
Bulletin would be all right for piece-meal information, but this 
question seems rather to lead to some outline — some definite 
method of education which we could hand to our new employes 
who know nothing about the principles of salesmanship, to be 
used by them as a text book. We have many other publications 
which are a sort of bibliography but nothing in the way of a text 
or course of study. Babson has a book which is written not so 
much as an actual house of issue would desire it, but more from 
the standpoints of the theorists — the outside observer of market 
conditions. It seems to me that our Committee could prepare 
some sort of course of study which is not a mere bibliography 
telling what books to read and what not to read» but giving 
instructions on the fundamental principles of salesmanship to 
pass to our new men to study. 

The PreHderU: Mr. MacGregor. 

Mr. Mac Gregor (Glover & MacGregor, Pittsburgh) : I observe 
there is a great lack of information or helpful suggestions to aid 
the man who comes out of college or comes into an office the first 
time to leam bond salesmanship, and with reference to Mr. 
Mulford's suggestion, I think the Bulletin could be extended 
considerably and distributed much more widely, educating not 
only ourselves alone but the investing public, and especially 
what we characterize as the small buyer. I think if placed in the 
hands of people of ordinary means that would mean a very great 
extension of the list of people to whom it should be sent, but I 
think it could be developed into a very great adjunct of the 
Investment Bankers Association of America. 

The PreeiderU: Does anybody else care to discuss this point? 

Mr. Peirce (Cyrus Peirce & Co., San Francisco) : I am going 
to rush in where angels fear to tread. You cannot teach salesman- 
ship in books. But I think there is a great need for publications 
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to be given to the candidate for position after you have employed 
him, which should precede any instruction in salesmanship to 
prepare his mind for the work that you are going to lay out for 
him. I would earnestly recommend that this Association prepare 
a book, 'The Functions of the Investment Banker/' to show the 
relation the investment banker has to the investor and to show 
the relation of the investment banker to the corporation that 
does the financing. To teach, in so far as possible, some of these 
young fellows who are starting into the business the real ethics 
of the investment banking business. 

If you can ground the beginner thoroughly in that, in the things 
he should not do, you won't have as much work for your Ethics 
Committee. [Applause.] 

The Presideni: I think there is a great deal of force in what 
you have said, Mr. Peirce. We will be glad to hear from somebody 
else on this. I think we get a good deal from an exchange of ex- 
periences. That ought to be the value of these meetings. That is 
part of the purpose for which we come here, and if you remain 
silent we certainly can't get the things we need. 

Mr. Harris (Harris, Small & Lawson, Detroit) : Mr. Chairman, 
I want to take this opportunity of agreeing with the last speaker 
in one thing that he said particularly, and that is that you can't 
teach salesmanship in a book. I think some of the worst, most 
inane literature that has ever been published is on this subject 
of salesmanship. [Laughter.] I think I should hate to see as 
dignified an association as our own publish a book designed 
to teach salesmanship. I very heartily approve of a book on 
the ethics to be employed in the sale of securities. I think this 
whole business is on how you approach the thing. [Laughter 
and applause.] 

The President: We are waiting for somebody else. We are 
just beginning to get into a little discussion of this matter. The 
Committee certainly cannot fail to benefit from anything that is 
said here and you are the ones we are serving in this matter. I am 
sure that the Committee would like to have the matter discussed 
further if you care to do so. If you do not we will go to the next 
question. 

How do you "educate" your men? That is, what means do 
you take to see that they gain the necessary information and 
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knowledge about their business? In what respects do the books of 
the Association help? What are their faults? 

Gentlemen, we would like to hear from somebody on this sub- 
ject. Apparently this is a subject that everybody is interested in, 
but it depends upon somebody to break the ice. Perhaps somebody 
is afraid that he is going to give away the secret of his success — 
[Laughter] — ^but we must remember that this is more or less of a 
mutual proposition, that if you give away something somebody 
else is liable to give you something in return if you will just start 
the discussion. 

Mr, PrescoU: Maybe Mr. White can tell us something about 
what they are doing. He represents one of the leading houses in 
the distribution of securities. 

The President: Mr. White, Mr. Prescott says that you are 
elected to suggest something. 

Mr. Whiie: The only effective method that we have had of 
taking the raw cub and pounding some bond lore into his head has 
been in a regularly organized school with a pedagog to keep him 
in line and to pound it into him through regular classroom methods. 
The one trouble that we have had with that method has been the 
difBculty of sizing up your applicant in advance to be sure that 
you are working on good material. Otherwise if you are not for- 
tunate in the selection of the applicant you will find that you are 
going to a great deal of expense and a great deal of worry for you 
will find you have a *'dud" at the end. I think that an educational 
course, a preliminary general survey of the field with the proper 
reference books that might be outlined by the Education Com- 
mittee would serve as a splendid preliminary basis of training, 
and then from your men you could size up those who are able 
to qualify for the business and use your school as a finishing 
process which would confine your efforts only to the more promis- 
ing of the prospects. The classroom method is undoubtedly the 
most satisfactory way of giving a man a comprehensive training 
in the field, because when a fellow reads himself without the 
groundwork in the business a great deal of it is over his head, but 
you can tell from those reading courses how much worth-while it 
is to retain them for further instruction. I think along the lines 
that have already been indicated that the Education Committee 
can, in a general way, map out a study course and a general book 
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on the theory of the bond business as it works out practically, 
that would be of great help in the training of these young fellows. 
[Applause.] 

Mr. Hansell: We find in talking to men who come to us» as 
experienced salesmen, that many of them have little idea about 
the corporate structure of our industries such as railroads and 
public utilities. They know something about bonds and sinking 
funds and call-day maturities and such as that, but they do not 
have the proper mental idea in reference to the corporate structure 
of the companies. We have a book which was written a good many 
years ago by Professor Mead of the University of Pennsylvania, 
called Corporation Finance which is very good, and it takes up 
many subjects in reference to the formation of railroads and the 
building of electric light plants and so forth, and how bonds are 
issued. 

ThePrendeni: Gentlemen,isthereanythingelseonthissubject? 

Mr. BvUer (Peabody, Houghteling & Co., Chicago): I see 
next to the last sentence on this question '*In what respects do 
the books of the Association help." I want to know how long the 
list of books is, that is reconmiended by the association, in addi- 
tion to those actually published by the American Bankers Asso- 
ciation; that is to say how large a Ibt is available. 

The Secretary: I believe that there has been as many as 
seventy-five letters written on that subject, with reference to the 
list of the books. The members do not read the bulletins which 
have been going out to you as regularly as clock work, with the 
names of the books and what they contain. 

The President: I think perhaps Mr. Butler means that the 
bibliographies given in the books themselves are not complete 
enough. That is, not included in the reports and set out in the 
bulletins. Some of the books contain very thorough bibliographic 
references. I think that when you go back to Chicago, if you will 
step almost across the street to the Secretary's office and examine 
the text books there, you will get a good line on what he has and 
whether the books are sufficient to cover the subject. 

Gentlemen, the purpose of the Ekiucation Committee, is to 
strengthen the bond business and to strengthen your methods of 
dealing among yourselves and among the public, and it is beginning 
to have exceedingly tangible results. When a young man goes 
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into college he may decide that he wants to go into financial work, 
or perhaps he has a leaning to finance and thinks he would like 
to go into investment banking and it means much for him to 
have a text book that is issued under the auspices of the Invest- 
ment Bankers Association of America, and prepared by its Educa- 
tion Committee. If the student has placed in his possession a 
text book endorsed by the Association, when he gets out of school 
he naturally gravitates towards some member of the Association 
to form his future connections. 

The last question that the Education Committee asks for 
suggestions in discussion is as follows: ''Suggest any other phases 
of investment banking that might properly be described and codi- 
fied in texts." The committee wants information on that subject 
if you care to give it. Has anybody anything to suggest in that 
connection? 

Mr. Baer (Hambleton & Co., Baltimore): One thought 
which strikes me, in reference to the education of salesmen and 
as to the books on salesmanship, is that we should educate them 
a little along the line of the work in which they are engaged. So 
many salesmen go out with a fairly good knowledge of bonds, and 
salesmanship and they promise things regarding payments and 
deliveries and whatnot. In our own place there has been one 
continual struggle and turmoil between the sales department and 
the clearing department and I think a book could be written bring- 
ing forcibly to the attention of the salesmen the necessity of 
knowing what they are promising with regard to the payments 
and the kind of payments and the deliveries and so forth, and 
that it would be a very beneficial thing. 

The President: I might say, you will find in the Secretary's 
report the titles of six volumes which have been published. Is 
there any further discussion on this subject? 

Mr. MacOregor: I think there is too little attention paid to 
that subject by the salesmen. 

The President: I do not want to stop the discussion, is there 
anything further? 

Mr. Biese (Robinson-Humphrey Co., Atlanta): This is a 
very interesting subject and I would say that in my opinion a 
successful bond salesman is a man who works along psychological 
lines, and I think if a book could be written along that line, on 
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the subject of the psychology of bond salesmanship that it would 
be a very helpful thing to every bond salesman. It has been said 
that salesmen may be bom, but I believe that a salesman who has 
the ability and knows the underlying secret which produces a 
sale can enhance his productiveness. In other words if a man 
knows when he makes a sale the secret underlying the method of 
making the sale, or the mental workings of the mind of his prospect 
and deliberately works along those lines, his efforts will be ma- 
terially enhanced. I would like to say that I would be very much 
pleased to see a book written along the line of psychology of bond 
salesmanship. 

The President: Grentlemen, the subject is open for further 
discussion if you care to have it. There is a stenographic transcript 
of the discussion being prepared which will go to the Education 
Committee and I am sure they will be benefited from it and that 
the Association will benefit directly from it. 

Mr. Otis (Otis & Co., Cleveland) : There is nothing so import- 
ant I think as the salesmanship and the type of the men that we 
have in our institutions because they represent us and represent 
this great organization and really salesmanship after all is about 
all there is in life, because you are selling yourself from the time 
you are bom; you first sell yourself to daddy to keep him from 
licking you and then you sell yourself to your best girl when you 
grow up. So I don't think that there is anything that can be put 
too strong which we can use in our recommendations with refer- 
ence to the selection and training of salesmen. That is about all 
there is to it, provided that the securities are well bought and put 
in their hands for distribution.| I find that one of the best methods 
of educating salesmen is to lead them to it, and show them the 
institution that we are endeavoring to finance, so that they may 
have a vision of the plant and of the country and we have found it 
very beneficial if these trips are properly conducted with a man's 
mind on a particular subject. And on these trips we try to get the 
men to talk nothing except about such things as taxes and things 
which relate to the financing of the institution they are going to 
see. I think that it is very beneficial to go through the plants and 
to meet the officers and to learn what it is about. The great 
trouble with salesmenship is to attempt sales without knowing 
what it is about, and I have seen salesmen trying to give their 
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prospects intelligent talk and trying to keep up a bluff as we used 
to do in school or in college, without knowing very much about 
what they are talking. And I believe every institution which will 
properly educate them is doing a great thing for their own success 
and as a representative of a great association, for these men come 
up against some wonderful salesmen, who can represent and misrep- 
resent and get away with many sales which should not be made 
to the public, and to counteract that we must have our men so 
well educated that they can show the deficiencies to the customers 
as between the real securities and the ones that are being offered. 

The President: Any further discussion? 

Mr. Monroe (Watson, WiUiams & Co., New Orleans) : With 
reference to the distribution of the books to which reference has 
been made in the outlines of the course, I think in the libraries in 
the larger cities and the libraries of the universities a good idea 
might be to form a library for each Gioup of the Investment 
Bankers Association. I know my personal experience has been 
that I have some of the books, but I do not feel that I can get all 
of them. 

The President: Mr. Monroe, that has been done, so far as the 
universities have been concerned, and I think so far as public 
libraries are concerned, has it not, generally, Mr. Secretary? 

The Secretary: The Committee through the Secretary's office 
has communicated with 486 colleges and universities in all parts of 
the United States. Of this number 177 replied stating they offered 
no courses in corporate finance and investment, 155 did not reply, 
and the Committee distributed copies to departments having these 
courses or, those who evidenced an interest, some 154 of them. 

The President: I think Mr. Monroe's suggestion as to the 
distribution among the groups can be taken up. That has not 
been done very much for the reason that the groups have only been 
completely organized within the last six months. 

Gentlemen, if there is nothing further on this subject let us 
go to the next matter, which is the report of tho Marine Securities 
Committee. It is very short. Unfortunately Mr. Allen, of Lee, 
Higginson & Company, New York, the Chairman of that Com- 
mittee, found himself unable to be present at the convention and 
I am going to ask Mr. Moore, of Barclay, Moore & Company, of 
Philadelphia, if he won't be kind enough to read this report. 
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REPORT OF MARINE SECXJRITIES 

COMMITTEE 

The depreflBion which OTettook the shipping business during the latter part 
of 1920 has put a complete stop to any sales of Shq>ping Board yessela. The 
present administration and the Shipping Board, however, have formally declared 
the Govemment'j intention to bring about a private ownership of the Govern- 
ment's merchant tonnage as soon as practicable. Nevertheless, there is no 
possibility of such a program being carried out until business conditions generally 
have improved materially, and particularly, not until the Government establishes 
once and for all a definite policy for the development of the Merchant Marine, 
which has the confidence of those who are engaged in the shipping business. The 
new Shipping Board is making efforts along these lines, but there has not been 
sufficient accomplishment to date to indicate that a polipy can be developed 
which will bring about private ownership. 

The Ship Mortgage Act, 1920, still remains untested in any of the courts. 
Its validity in its remedial features is questionable, and until its constitutionality 
has been affirmed by the Supreme Court of the United States, it will be unwise for 
any banker to rely upon the Act as according the preferential character to the 
security which it purports to do. It is reported, however, that the Shipping 
Board is planning a test case, so that the constitutionality of the Act will un- 
doubtedly be determined before any consideraticm will have to be given to the 
question of the validity of marine securities in the working out of the Govern- 
ment's program for a sale of its ships to private interests. 

Respectfully submitted, 

Fredkbic W. Aluen, Chairman. 

The President: Grentlemen, is there any discussion or question 
in connection with this report? If there is not, without objection 
the report will be received and filed. 

We now come down to the report of the Taxation Committee. 
The report has been printed and is being distributed among you. 
Mr. Julian H. Harris of Harris, Small & Lawson of Detroit, the 
Chairman of the Committee, is going to outline certain features 
of the report and of the present taxation situation, which I think 
you will be interested in, and then the report will be open for dis- 
cussion not only with reference to the questions outlined here but 
with reference to any questions on the subject that the members 
desire to bring up. Mr. Harris. [Applause.] 

Mr. Harris: Mr. Chairman and Members of the Convention: 
The report which is being distributed I regret to say was written 
under extreme pressure. As you know the Congress is now engaged 
in the consideration of the revenue measure, and the logical place 
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for the Taxation Committee and its Chairman, even today, is in 
Washington. The report, unfortunately, has to be in certain 
respects, rather a prophecy than a statement of an accomplished 
fact. The report is very long and it is not desired that you take 
the time to listen to the reading of the report in full. There are a 
great many very interesting questions with regard to taxation 
which it is hoped we will be able to discuss on the floor of the con- 
vention this afternoon. I will waste as little time as I can in a 
brief summary of the report. 
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REPORT OF COMMITTEE ON TAXATION 

Since the Ninth Annual Convention of the Association, the country has 
eiperienced a change of political administration. At the time of that convention, 
both parties were pledged to a policy of tax reform and a reduction of the tax 
burden. The prospect seemed to be bright. Nevertheless, to those who had 
studied the situation, the task appeared to be greater than the promises of con- 
tending parties would have made it appear. The event has justified the latter 
view. Necessarily the work of your conmiittee has been largely confined to watch- 
ful waiting and at the time of writing this report we are unhappily still waiting 
for a promised revision of our Federal tax laws. We do not say this in too 
critical a spirit. What study we have given to the subject has engendered a healthy 
respect for the magnitude of the task and we must not overlook the fact that some 
things have been accomplished and many have been set on the way. 

AU legislation pending in 1920 was terminated by the ending of the 66th 
Congress. The 67th Congress met in special session on the 11th day of April, 
1921, and unfortunately proceeded to take up the question of the tariff, which 
has not yet been passed by both houses. In the meantime the Senate Finance 
Committee began hearings on internal revenue and your oonunittee was engaged 
in watching the various proposals which came forward either as bills presented 
in the House or as statements before the Finance Committee. It is impossible 
to review all of these measures in this report. A statement was made on behalf 
of our Association before the Senate Committee which may be found in the report 
of those hearings. 

EooNcniT 

There can be no reduction of the tax burden except by economy. This was 
clearly pointed out by the IVesident when he stated in his message that of the 
two avenues of relief, "One is rigid resistance in appropriations and the other is 
the utmost economy in administration." The Secretary of the Treasury has 
stated in his letter to the Chairman of the Ways and Means Committee: "This 
is no time for extravagance or for entering upon new fields of expenditure * * « < 
Expenditure should not even be permitted to continue at the present rate. Tlie 
country is staggering under the existing burden of taxation and debt and clamor- 
ing for gradual relief from the war taxation." It may be safely stated that this b 
the policy of the Administration and that eveiy effort is being made to impress 
this upon Congress. We are beginning to learn that economy means in simple 
words to stop spending money, even to the point of going without what may be 
otherwise desirable. 

The courageous message of the President in regard to the Soldiers' Bonus Bill 
and the passage of the Budget BiU are alike for the Administration and for Congress 
notable achievements. 

On June 10th last, the Congress passed the Budget Bill, which will put the 
country on a budget system. It must be remembered, however, that the making 
of a budget does not insure economy but only tends toward that end to the extent 
that public opinion may be better informed and crystallised on the subject. If 
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the pressure to spend money continues to come from the country to Congress, 
not all the budgets in the world will prevent an extravagant appropriation. As 
long as about 80% of the revenue is provided by a direct tax on about 10% of the 
voting population, this pressure for extravagant expenditure will continue. It 
must also be remembered that due to our present system of taxation, the great 
bulk of our internal revenue is provided by the inhabitants of a very few states. 
This also tends to encourage national projects in fields already covered by, and 
properly we think, to be left to, the jurisdiction of the several states, such as 
projects of education and highway improvement. The pressure for the soldiers' 
bonus is constantly upon Congress and the indications are that the Congress will 
shortly yield to this pressure, which is coming from the legislatures of most of the 
States as well as from a large number of the voting population. The picture in 
this regard is not bright. We believe it is partly due to our present system of 
taxation, under which the Congress is justified in feeling that the mandate for 
expenditure proceeds from a politically more powerful source, and unfortunately 
a different source, than the plea for economy. 

PBEftENT Method or Taxation 

Our Association was one of the first to publicly recognise the need of elim- 
inating the Excess Profits Tax as a peace-time measure. Your Committee is 
thoroughly in accord with this. We feel that the provisions of the present law 
in that regard, while they may not bear as heavily at this time in money payment 
as the new proposed 15% tax because of our depressed business condition, do, 
nevertheless, in normal times tax almost to the point of destruction that element 
of profits which is and should be the insurance against risk, without which capital 
cannot be induced to promote legitimate business. Tlie greatest objection to it, 
however, is found in the complexity of its provisions, creating doubt and uncer- 
tainty both to the Treasury and to the tax-payer, while the amount of the tax is 
often the result of accident in under-tapitalization in the past with a very con- 
siderable premium put upon unsound finance by the escape of the over-capitalized 
or watered corporation from the burden borne by more conservatively organised 
enteiprise. We do not think it necessary to go further into the evils of the present 
method of corporate taxaticm since we believe that the country has reason to feel 
assured that this method of taxation will be abandoned. If we are to keep our 
present system of graduated taxation based on abOity to pay, then we believe 
that the ideal application of this system would be to make the individual the 
taxing unit and do away with any tax on business as such. Due, however, to the 
unpopularity attaching to the name, "Corporation," this is not now politically 
possible, though strangely enough, the new proposed revision wiU tend to drive 
many businesses now partnerships into fx/rponte form. In addition to the 
Excess Profits Tax, we have the Income Tax on corporations and the graduated 
Income Tax on individuals. There are in addition the Transportation Tax and 
some selected Sales Taxes. A large percentage of the internal revenue is derived 
bom a tax on incomes and profits. Incomes may shrink and profits disappear, 
while, if encouraged, both may increase. The fundamental evfl of taxation based 
on abili^ to pay is that the ability to pay is sometimes destroyed by taxation. 
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In other words, a syaUm of taxation which can and does interfere with the normal 
economic law regulating the flow of capital, carries in it an element of danger to 
the prosperity of the State which may outweigh the convenience of its applicatkni. 
We are, however, committed to this form of taxation and it consequently becomes 
increasingly important that these dangers should be minimised to the utmost. 
A later discussion of the proposed new revenue bill will more fully develop this 
subject. 

Rbtundino 

Your committee feels that the question of refunding is sufficiently germane to 
the question of taxation to require some attentbn in this report. Consideration 
of the question of refunding the early maturing obligations of the Government has 
led us to the following conclusion: We believe that the policy of refunding is 
economically sound and humanly just to the extent that it spreads over the present 
and immediately succeeding generations the necessary burdens of the war which 
was fought for them as well as for ourselves, and that the economic soundness of the 
same is further emphasised by the desirability of removing a part of the strain from 
the present already overburdened period of reconstruction. Nevertheless, we feel 
that it is neither sound economy nor elemental justice to pass on to future genera^ 
tions any present unnecessary extravagance, and we are of the opinion that the 
whole question of refunding should await the actual effecting of economies, prom- 
ised by the present administration. The outstanding Treasury Certificates are at 
present largely absorbed by what may be called investment money. The countiy 
is to be congratulated upon the way this has been handled and the hope may be 
reasonably indulged that the present liquidation is sufficiently advanced so that 
there may be no danger of these Certificates being thrown back on the hands of 
the banks. If this is so, there is no pressing need for refunding. 

SOLDIXBS' BONTTB 

There are several bills now pending in Congress for the granting of the Soldiers 
bonus. These bills do not carry revenue provisions. Should they be passed, the 
estimated direct cost of the federal soldiers' bonus would be $8,000,000,000.00. 
This is in addition to the present Government provision for the care and re-educa- 
tion of the disabled soldiers. The estimate of this latter item indicates that for 
the fiscal year ending June 80, 1022, an annual expenditure will be made by the 
Government amounting to $443,000,000.00 It is calculated that this sum will 
increase in amount every year until 1927. 

Your committee feels that the entire Soldiers' Bonus matter, which should not 
be confused with the care of the disabled soldier, hangs like a cloud over the fiscal 
policy of the Government and makes a difficult situation more obscure. Since the 
bills carry no revenue provisions it is not felt that they require any further discus- 
sion at this time. 

Tax Exemptions 

Your conmiittee is heartily in accord with the position already taken by 
the Association in regard to doing away with tax exemptions on the inc<Hne from 
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mimic^Md bonds thereafter issued. We understand the position of the Association 
in that regard to include the provision that the same should be done in an orderly 
manner by constitutional amendment, which should include a reciprocal right to 
the States to tax the income from Federal securities with proper safeguards on 
both sides against the power to destroy which is always inherent in the power to 
tax. Your committee feels that the entire evil arising from the purely fortuitous 
existence of so-called tax exempt securities would disappear upon the reduction 
of the surtaxes. It is the high surtax which constitutes a dam thrown across the 
normal £kiw oi aq>ital into productive enterprise, diverting it to the tax exempt 
and, in a sense, non-productive municipal security. It is at least open to doubt 
whether it is the ultimate solution of the problem to erect another dam to correct 
the evil €i the first and thereby raise the interest rate for necessary municipal bor- 
rowing, with a consequent increase in local taxation. 

Nothing illustrates the evils of the present system of taxation better than 
the abnormal flow of capital to municipid securities. They should be absorbed 
by institutional buying and by the investment of trust funds, while business enter- 
prise should be able to draw upon large accumulations of capital which should be 
encouraged to take the risks incident to business progress. We all know that pre- 
cisely the opposite situation obtains today. We seU municipal bonds in large 
blocks to wealthy men and industrials in small blocks to men of very moderate 
means. Any qrstem of taxation which brings about this result is inherently bad 
and in the end will become non-productive. Capital cannot be made to flow uphill. 
We may not like it, but such is the fact, as unalterable as the law of gravity. 

The Pbesent Pbofosed Revision 

On August 20, 1021, the House of Representatives passed an act to reduce 
and equalise taxation, to amend and simplify the Revenue Act of 1918, and for 
other purposes (H. R. 8245). This bill was sent to the Senate and referred to the 
Committee on Finance September 21, 1021, and was reported out with certain 
amemfanents on September 26th and after being recommitted to the Committee is 
now on the floor of the Senate for passage. The amendments made by the Senate 
Committee were so comprehensive as almost to constitute a new measure. There 
is little doubt that this measure will be shortly passed by the Senate and be sent to 
conference and become the internal revenue law in something like its present form. 
The only other bill which appears as a possible substitute in whole or in part is a 
form of manufacturer's sales tax proposed by Senator Smoot. Your committee is 
somewhat embarrassed by having thus to prophesy, but the situation at the time 
of writing this permits of nothing else. It becomes necessary then to consider the 
general aspect and some of the provisions of H. R. 8245 now on the floor of the 
Senate. 

Genebal Aspects or the Bill 

In the absence of a Sales Tax, which seems to your committee a very remote 
possibility at this time, the next revenue law will be merely a revision of the Revenue 
Act of 1018, and will leave the country OMnmitted to a tax on profits and incomes 
for a large percentage of its revenue. The expenditures for the fiscal year ending 



196 TENTH ANNUAL CONVENTION 

June SO, 1922, are estimated by the Tnmsary at $1,094,000,000.00. Customs 
and misoeOaneoiis non-tax receipts will yield, it is estimated. 1762,000,000.00, 
leaving $8,272,000,000 to be raised by intenial taxes. 

Tbe Excess Profits Tax is repealed as of Januaiy 1, 1922, as is the Capital 
Stock Tax. The Tranq>ortation Tax is reduced for the year 1922 and repealed as 
of Januaiy 1, 1928. From the stanc^x>int of tax payment, there is no practical 
relief for the year 1921, yet for the fiscal year ending June 80 last, the actual 
collections were $5,628,506,745, while the estimated collections for the ensuing 
year are $4,088,600,000, ^liiidi seems to indicate that the present and pro- 
posed method of taxation has reached and passed the limit of its productivity 
and is on the downgrade. It is probable that the Capital Stock Tax will be 



The surtaxes are kept the same for the year 1921, with the old maximum of 
65%. For the year 1922 and thereafter they are slightly reduced on the lower 
brackets and the maximum is 82% on all incomes over $66,000. It is likely that 
this mftTiiwiitw will be increased to 50% by the Senate (since writing this report 
this has already been done) and perhaps reduced again to 82% in conference. As 
reported by the Senate Committee, the effect of the hi^ surtaxes is reflected in the 
following figures. In 1916 the number of returns of incomes over $800,000 was 1296 . 
In 1919 they fell to 679. The total net incomes of these taxpayers fell from $992,- 
972,986 in 1916 to $440,011,589 in 1919 and the taxable income from these tax- 
payers fell in the same period from $706,945,788 to $814,984,884. It must be 
remembered that 1919 was a year of prosperity. It is quite obvious that the present 
higher surtaxes have ceased to be productive of revenue and have either driven the 
capital from which they were derived, from productive enterprise to non-taxable 
securities, or have caused them to divide their income by gifts, to refrain from 
profitable sales, or to seek investments which yield no immediate return. It is 
apparent now to everyone that the system oi graduated surtaxes has a maximum 
limit of productivity beyond which we have already gone. 

To summarise the general aspects of the Bill, it is sufficient to say that it is an 
attempt to make the rapidly failing Act of 1918 productive of sufficient revenue to 
meet the needs of the Treasury. It is not the general revision of our tax laws for 
which we hoped and the fear may be reasonably entertained that it in turn will 
prove to be a temporary measure. 

Among the general aspects of the bill it must be noted that whether the maxi- 
mum surtax rate is finally fixed at 82% or 50%, the varying yearly profits of active 
business wiU continue to bear its heaviest burden, as compared with the periodic 
secure income of the investor in securities. Believing, as the Association has 
repeatedly stated, that the long time finance of the country can be sound only as 
its general prosperity is assured, your committee has taken the position that the 
principle of the graduated surtax should be applied as far as possible to secure 
incomes rather than incomes the result of present active business effort. There is 
too much discouragement of the latter. The inequality in this regard is apparent 
from the following example: A business man earning $100,000 one year, $5,000 
the next year, and losing $60,000 the third year, will be taxed at a rate predicated 
on a yearly income of $100,000, although in fact earning only $45,000 in three 
years, or at the rate of $15,000 a year. His surtax alone with a 82% maximum 
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will be about $21,000. with 50% maximum about $23,700; while the surtax of the 
investor with a periodic income of $15,000 will be $340 a year or $1,020 for the 
three years. To try and mitigate thb tremendous injustice we have tried to secure 
an averaging of incomes but without success, as the administrative difficulties 
raised by the Treasury seemed to preclude the same. We have now suggested a 
30% credit on the income from a trade, business or profession or from salaries, 
commissions, fees or other compensation for personal services. This would also 
help the inequality between corporate and partnership business. The loss of 
revenue from this might at first be considerable, variously estimated at from 
$75,000,000 to $100,000,000, though we are confident the provision would in the 
end be productive rather than destructive of revenue. Nevertheless, the present 
needs of the Treasury are such that unless another means of taxation is brought 
forward to meet this loss, the provision has little chance of prevailing. 

Some Special Pbovibionb of the Bill 

The foregoing comments, where they are necessarily of a critical nature, are 
directed to a system of taxation to which the country was committed even before 
the war and which the burdens of the war have strained to the breaking point. 

From an administrative standpoint, the Senate Bill is a decided improvement 
both on the law of 1018 and upon the House Bill. It also will afford some relief to 
the burden of taxation. 

COBFORATE TAXATION 

As we have stated, the Excess Profits Tax is.retained for 1021. Thereafter a 
new flat tax of 5% is added to the present 10% tax on corporate profits to provide 
the revenue lost by the repeal of the Excess Profits Tax. This will not lighten the 
burden of money payment in the majority of cases. The corporation earning less 
than 11% on its capital will pay more and those earning more than 11% will pay 
less than under the Excess Profits Tax. The proposed 15% is too high, but the 
administrative advantages both to the Treasury and the taxpayer are considerable 
and many inequalities between competing concerns are done away with. Some 
business interests have been found which are opposed to the r^ieal of the Excess 
IVofits Tax, but it is generally felt that they have special circumstances, which 
throw doubt upon the sincerity of their position. As we have stated before, the 
ideal system would be no tax at all on corporations, thus making the individual, 
after distribution, the taxing unit. Since corporations must retain undistributed 
profits to the point where soimd finances requires this action and since that point 
is always a debatable question, no system has yet been devised to justly attain 
that ideal. A tax on undistributed profits puts a premium on unsound finance and 
ismore to be avoided than thepresenttax,whateverinequalities may arise therefrom. 
These inequalities under a flat 15% income tax on corporations will develop between 
corporations and co-partnerships. 

Ignoring the Capital Stock Tax and the distribution of the corporate profits 
on the one hand and the outside incomes of the partnership members on the other 
hand, we have the following comparative figures on the relative burden of the 
proposed bill on a corporate and non-corporate business: 
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Rate Corporation Tax Diff. 



Income 


Ino, Tax 


about 


Rate 16% 




$ S2,000 


$ 4.600 


14.5% 


$ 4.800 


$ 200 


66,000 


15.000 


«s% 


9.000 


5.100 


100.000 


29.000 


w% 


15.000 


18.800 


800,000 


ido.ooo 


96% 


45.000 


64.000 


1.000,000 


880.000 


88.0% 


150.000 


289.000 



The above figures are based on a maTinmrn of 82% of surtax; with a m^^iwniw 
of 50% surtax, the difference would be materially greater. 

' Manifestly under the proposed bill, the large privately owned businesses will 
be compelled to incorporate. This we think b to be regretted since many men, 
particularly among investment bankers, hold with a great deal of pride to the 
"partnership" idea and ideals. Leaders of both parties at times join in decrying 
corporations. They are joining now in forcing the incorporation of all the business 
of the country. 

It is not possible within the limits of this report, already too long, to discuss 
eveiy change made by the Bill in the existing law. There are, however, nine pro- 
visions which require special mention. 

Basis pob Dbterionino Gain ob Loss 

Following the decisions of the Supreme Court in the case of Goodrich vs. 
Edwards and Walsh vs. Brewster, the Bill states explicitly the method of treating 
gain or loss accrued pricur to March 1, 1918. Tlie general basis of this provision 
appears to be the correct one, viz: That any gain or loss must be an actual gain or 
loss measured from the cost or acquisition value and not by the March 1st value, 
the gain or loss accruing before March 1, 1918. being excluded for the purpose of 
computing net income subject to tax. If the market value March 1st is in excess of 
the cost, the gain to be included shall be the excess of the amount realised over such 
March Ist value. If the March 1st value is lower than the cost, the deductible loss 
is the difference between the amount realised and the market value Mardi 1, 
1918. If the amount realised is more than the cost but not more than the market 
value of March 1, 1918, or less than the cost but not less than the market value 
of March 1, 1918, no gain or loss is allowed. It will be noted that if property is 
sold at a price below the value of Biarch 1, 1918, the taxpayer has not necessarily 
a deductible loss. We believe they should have gone one stqp further and made 
all losses from March 1, 1918, deductible. 

ExcHANOSs or Pbofebtt 

A new rule is provided for exchanges of property. The presumption in the 
present law is in favor of a taxable gain resulting from an exchange of property. 
The new provision modifies this presumption by stating that no gain or loss shall 
be recognized unless the property received has a readily realizable market value* 
and further states that there shall be no taxable gain even where the property 
received has a realizable market value, when the property exchanged being held 
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to productive tue in trade or business, not including stock in trade or other pro- 
perty held primarily for sale, is exchanged for property of a like kind or use. It 
seems to the Committee that this provision, while sound in principle, may be made 
the occasion for some tax avoidance. It would probably have been better to have 
left moie discretion to the commissioner in that regard. 

Sale and Rbfubchabb or Identical SscnBinKB 

Of a somewhat similar nature is the new provision prohibiting the taking of a 
loss where it appears that within thirty days after the date oi such sale a taxpayer 
acquires identical property. This is aimed at what has perhaps been a real evil. 
Tlie term, "Identical," however, will be open to various constructions which will 
tend to throw doubt upon the rights of the taxpayer. There is no doubt that there 
are many legitimate transactions of this character not taken for the purpose of 
establishing a loss. The provision seems somewhat arbitrary and the term, 
'identical ftqperty," will invite doubt and litigation and its judicial interpreta- 
tion may in the end nullify the purpose of the provision. 

NSTLOflSlB 

A major change in the existing law is found in the Net Loss provision. Section 
804 of the Bin provides that if for any taxable year beginning after December SI, 
1980, it appears, upon the production of evidence satisfactory to the commissioner, 
that any taxpayer has sustained a net loss resulting from the operaticm of any 
trade or business regularly carried on, the amount thereof shall be deducted from 
the net income of the taxpayer for the succeeding taxable year, and if in excess of 
the net income for such succeeding taxable year, then the excess shall be deducted 
from the income for the next succeeding taxable year. However, in order to estab- 
lish such net loss, the taxpayer must include in his gross income his income from 
sources outside his trade or business, and any interest received from tax-free 
sources, plus the amount of deductible losses not sustained in such trade or business 
plus certain other items otherwise allowed as deductions. The provision is designed 
to give relief to an old injustice which we have long recognized, vis.: The excessive 
burdens borne by the active business man whose income fluctuates widely between 
a profit and a loss. It is an attempt to allocate losses without averaging profits. 
Hence it affords no relief to the taxpayer who makes a large profit one year and a 
very small profit the next. It is, however, an improvement over the present law 
and under a flat rate of tax as now proposed for corporations, the provision is in 
princ^le suflicient, but under the graduated system, which remains applicable to 
non-corporate business, it is wholly inadequate. The average concern is apt to 
show a small income, even in a poor year, and a graduated tax, predicated on a 
yearly income, (^>erates to tax the accidental realisation of a single year to a point 
where the average tax is out of all proportion to the average income. In detail it 
win be noted that in order to establish a net loss it is necessaiy to include the 
profits made outside the trade or business without receiving any credit for the 
deductible losses sustained outside the trade or business. It is difficult to see the 
exact justice of this position. Perhaps of more interest to our members is the fact 
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that the provisions of the Bill at the time of writing this report do not permit the 
taxpayer in establishing a net loss, to include the interest paid to carry tax-free 
municipals, although the income received from the tax-free municipals must be 
included in gross income. Your Committee has pointed out this obvious injustice 
and we are hopeful that the provision will at least be amended to permit the dealer 
to offset against his interest from municipal bonds a similar amount, if paid in 
interest, for carrying the same. We feel we should be allowed the deduction of the 
entire interest paid, but we will probably have to be content if we receive the 
amendment proposed. In general, the Net Loss provision will work for some justice 
in extreme cases, but will not afford much relief to going business. 

CAFiTAii Gain and Loss 

Another major provision of the Senate Bill which is a distinct improvement 
upon the House Bill is the provision that only 40% of the net gain derived from 
the sale or other disposition of capital assets shall be taken into account in deter- 
mining the net income upon which the income tax is imposed. The term, "Capital 
Assets," includes pn^ierty held by the taxpayer for profit or investment, but does 
not include property held for the personal use or consumption of the taxpayer or 
stock in trade, which would properly be included in inventory. The term, "Capital 
Net Gain," means the excess of the total amount of capital gained over the sum of 
the capital deductions and capital losses. The provision will give substantial relief 
and permit the sale of capital assets, which have heretofore been prevented by the 
fact that gains and profits earned over a series of years are under the present law 
taxed as a lump sum and the amount of surtax excessively enhanced thereby. If 
the maximum rate of surtax is kept at 82% plus a normal 8%, then, as only 60% 
of the capital net gain will be taxed at the maximum of 40%, the real mMrimiiTn 
applicable to capital net gain will be 16%. The provisions of the House Bill in 
this regard were complicated and inadequate. It is hoped that the Senate provisions 
will be adopted. 

Allocation or Losses 

A new provision is found in the deductions allowed to individual taxpayers, 
that losses shall not be deducted as of the taxable year in which sustained if in the 
opinion of the commissioner, they should be accounted for as of a different period in 
order to accurately reflect the income. Your committee has been assured that this 
provision is inserted in the Act for the benefit of the taxpayer and while we have no 
reason to doubt the sincerity of this assurance, we believe it would have been safer 
had the BiU provided that the allocation of losses to other years should have been 
made by the commissioner on the request of the taxpayer. 

Gifts 

A new provision with regard to determining the gain or loss sustained from 
the sale of property acquired by gift is found in Section 202 of the Bill. It is pro- 
vided that in the case of property acquired by gift after December 31, 1920, the 
basis shall be the same as that which it would have been in the hands of the donor or 
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the last preceding owner by whom it was not acquired by gift. Tliis is a most 
important provision, although it has no direct bearing upon the business of invest- 
ment bankers as such. While it is aimed to prevent tax avoidance by gifts made for 
that purpose, it may tend to restrict the creation of living trusts, which are in many 
instances most desirable. This could be corrected by a provision that in certain 
instances the basis should be the market value of the securities at the time of the 
death of the donor. Your Committee has attempted to call the attention of Con- 
gress to this phase of the subject. 

Evasion or Subtazbs bt Incorporations 

Section 220 of the Bill provides that if a corporation is formed or availed of for 
the purpose of preventing the imposition of the surtax upon its stockholders by 
permitting the profits to accumulate beyond the reasonable needs of the business, 
then there shall be levied an additional tax of 25% of the net income of such cor- 
poration, provided that as an alternative the stockholders may agree to be taxed 
upon their distributive shares in the same manner as members of a partnership, such 
tax in that event to be in lieu of all income taxes upon the corporation. This pro- 
vision will doubtless be administered with due regard to sound corporation finance, 
and if not used to force undue distributbn of needed surplus, should not work to 
the injury of the honest taxpayer. 

GsNiauL Adhdhbtrativx Provisions 

lliere are a number of general administrative provisions which appear to be 
weQ considered and upon which the limits of this report do not permit us to com- 
ment in detaiL There are certain new limitations upon suits and prosecutions. The 
commissioner is authorised to reverse prior regulations, not occasioned by the 
decision of a court, without retroactive effect. Perhaps the most important of 
these provisions is the one giving the commissioner, with the consent of the taxpayer, 
the authority to reach a final settlement in tax cases, which shall not be reopened 
or modified by any agent of the United States, or annulled or set aside by any court 
of the United States. This provision is designed, and we think properly so, to 
promote expedition in handling tax cases and insure certainty in tax adjustment. 

Your Committee has been very much interested in studying the various pro- 
posals for a Sales Tax. We believe that a low-rate, general turnover tax with com- 
pulsory requirements to invoice the amount of the tax, upon which invoices the 
non-integrated manufacturer could obtain a credit on his tax, thus preventing the 
inequality between the integrated and non-integrated business, is the ideal Sales 
Tax. An extended discussion of the matter in this report is not practicable, but 
we hope for some discussion of the question on the floor of the Convention. If some 
form of the Sales Tax could be substituted for all other taxes on business as such,^ 
there is no doubt it would be the solution of many of our major difficulties. We feel 
that the time has not yet come when that is a political possibility. That time 
may come much sooner than many of us have thou|^t and we recommend the 
entire question of sales taxes, upon which the literature is voluminous and illum- 
inating, to the careful consideration of your next committee and the members as a 
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whole. No well considered proposal for a Sales Tax has mduded credits as articles 
of sale for the purpose of the tax. The advocates of the Sales Tax do not regard the 
fact that it is a consumption tax, as an argument against it but rather as an argu- 
ment for it. The most cursory examination of the subject discloses the fact that 
the borrower of money is more analogous to the consumer of goods than is the pur- 
chaser of securities. On that account, your Committee has already felt that it 
must be left to others whose business is more directly affected to point out the 
benefits, if they are realisable, of this form of taxation. 

As we stated at the outset, the writing of this report is made at a time when the 
pending tax measure is on the floor of the Senate and its provisions are being changed 
almost daily. We believe that the provisions of this Bill constitute the most 
important question before the American people today and we urge upon all of the 
members of the Association that if this report shall be adopted by the Tenth Annual 
Convention, it should carry with it a request to every member of the Association 
to study the provisions of this Bill and to interest himself in a subject which we 
cannot help but feel is being sadly nei^ected, not by the Congress, but by the 
country as a whole; that this be done not for the purpose of securing to ourselves 
any selfish advantage, but to the end that the general prosperity of the country 
may be assured in the realisation that this alone is the basis of sound finance. 

Respectfully submitted* 

Julian H. Habbw, Chairman. 

Mr. Harris (continuing) : In general the report has three broad 
aspects. In the first place there are some comments on the sub- 
ject of economy. The importance of that question should not be 
minimized by the fact that it is such an obvious necessity today. 
As a matter of fact, gentlemen, the whole question of economy is 
very much bound up with the matter of the system of taxation. 
It is a very large question whether or not economies can be effected 
under the present system of taxation. I mean by that, of course, 
that the administration of the Government can be of such a char- 
acter that waste will be cut off, but economy does not alone consist 
in the reduction of expenditures by departments of Government, 
but has something to do with the appropriations made by Congress 
which are in a sense two different things. 

As you will notice in the report last June, Congress passed an 
act for a federal budget, something that the country has hoped for 
for many years. Nevertheless the making of budgets does not 
necessarily imply economy. If Congress goes on appropriating 
moneys the making of budgets will not stop those appropriations. 
Economy can only come when the voters of the country send a 
mandate to Congress for economy in appropriations, as well as a 
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mandate to the administrative side of government for economy in 
administration. 

The second aspect of the report is in general a criticism of 
our present and proposed method of taxation, and when I say 
criticism I do not mean a criticism of either House of Congress or 
of the administrative officers, but I mean some attempt at con- 
structive criticism of a system of taxation to which the country 
was committed some years ago and before the war. This, as I 
have said, has a very definite bearing on the question of economy. 
It is a question whether a mandate for economy can be forth- 
coming under the present system of taxation. 

The balance of the report is taken up with a discussion of 
some eleven or twelve specific provisions of the proposed bill. 

As you know. Congress was called in special session early in 
April of this year. I think the country at large understood that 
the main purpose of this special session was to revise our revenue 
laws, and particularly our laws with respect to internal revenue, 
in other words, taxation as we understand it. We are now in 
November, and the expected revision has not yet taken an entirely 
definite form. I do not wish to be understood as stating that 
in an unduly critical way. The Committee on Taxation has in its 
labors for the last year, acquired a very healthy respect for the 
magnitude of the task. It is not an easy one that confronts the 
Treasury on the one hand, and Congress on the other. Neverthe- 
less the fact remains that after a good many months we have not 
yet attained what the country had a right to expect from the plat- 
forms of both parties written previous to the last election. These 
promises are easily made and very difficult of fulfillment. 

With respect to the general system of taxation we must bear 
in mind that it is largely based on the taxation of profits and 
incomes. We have of course the tariff, but the large percentage of 
the money necessary to support the Government in these times of 
great governmental burdens is raised by internal taxation which is 
something quite new, that is, new within the period of five or 
six years to the American people, and in a very large measure 
that revenue is produced by taxing profits and incomes. Profits 
have a habit of disappearing and incomes are subject to reduction. 
The power to tax is the power to destroy, and any system which 
undertakes to raise the bulk of the revenue by taxing incomes and 
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profits must in the end be judged somewhat* at least, from the 
standpoint as to how much it interferes with the production of 
those incomes and profits. 

That is being brought home very clearly to us today because 
there is very little doubt that our present system of taxation of 
incomes and profits has passed beyond the point of productivity. 
In other words, the tax has become sufficiently burdensome so 
that there is a very settled conviction in the minds of thoughtful 
people that the tax as we now have it is rather destructive of 
revenue than productive of it. 

The system of taxation as I have stated before, has a very 
direct bearing on the whole question of economy. If, gentlemen, 
the great bulk of the revenue is going to be collected from 10 per 
cent of the voters there is very little doubt that Congress is justi- 
fied in supposing that the mandate for expenditures is greater 
than the mild plea for economy, the one coming from 90 per cent 
of the voters for expenditure, and the plea for economy coming 
from 10 per cent of them. As long as that system exists of taxing 
only 10 per cent of your voters for a large proportion of your 
revenue, it is going to be vcfy difficult to have economy in appro- 
priations. 

Our system of taxation, as you know, involves the principle of 
taxation based on ability to pay. I think that is a very unfor- 
tunate phrase. It has been used to justify many things which 
I believe are economically unsound. Taxation based on ability 
to pay takes its concrete form in the graduated surtax. To my 
mind, and it is reflected in the report of the Committee, the great 
and inherent evil of our system of taxation is that it unduly 
interferes with the normal economic flow of capital. The purpose 
of taxation should be solely to raise revenue and any system of 
taxation which arbitrarily interferes with the normal flow of 
capital carries a grave danger in it to the prosperity of the country. 
We know that the surtaxes have resulted in the withdrawal from 
productive enterprise of a very considerable amount of the capital 
of this country. The figures given in the report of the Finance 
Committee of the Senate demonstrate that very clearly. 

Roughly, to recall them to your mind, in 1916 the number of 
returns of incomes of over $300,000 was some 1200 returns. The 
number of those incomes in 1919, which you will recollect was a 
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year of prosperity, had fallen to some six hundred odd returns. 
The amount of income returned in I9I6 from those returns was 
some nine hundred and ninety odd millions of dollars. In I9I9 
those incomes returned had fallen to some four hundred and forty 
odd millions. The exact figures do not matter, but they had fallen 
50 per cent approximately. Now we all know that those incomes 
existed and probably in larger degree in 1919 than they did in 
1916, but the figures demonstrate almost to a mathematical 
certainty two things, one that the surtaxes employed had gone 
beyond their point of productivity leaving the revenue return 
on the down grade^ and the other that the capital producing 
those incomes had been withdrawn to a very considerable extent 
from productive enterprise. 

I think perhaps that is enough to characterize the present 
^3rstem of taxation with reference both to its productivity from 
the standpoint of the Treasury, and with reference also to its 
effect on the possibility of economy in appropriation, and you 
gentlemen know, and none better, its effect on the capital available 
for productive enterprise and the consequent effect on the general 
prosperity of the country. 

The third part of the report is taken up with particular pro- 
visions of the bill. The picture produced by an analysis of the 
effects of our present system of taxation is not a particularly 
bright one. However, some things have been accomplished and 
others have been set on their way. The President, I think, has 
demonstrated that economy is the policy of the administration, 
and certainly the Secretary of the Treasury in his communications 
to the Chairman of the Committee on Ways and Means has very 
emphatically stated that this policy is urgently required by the 
condition of the treasury. 

The very courageous message of the President with regard to 
the Soldiers' Bonus Bill I think is an a^>ect of that policy. The 
passage of the Budget Bill I think is designed to promote the same 
end. The new tax bill proposed, which may be regarded as the 
administration measure, first passed by the House and later 
amended by the Senate Committee on Finance and reported back 
to the Senate, and now on the floor of the Senate, does but few of 
the things that were hoped for, from the new administration. I 
will run over those provisions very hastily. 
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The excess profits tax — and this Association was (me of the first 
bodies to recommend its rq>eal as a peace time measure — is re- 
pealed in the Senate Bill for the year 1922. It was to be hoped, 
perhaps, that the excess profits tax would be repealed for 1921. I 
do not think it is going to make very mudi diflPerence to business 
with regard to 1921. The burden of payment under the excess 
profits tax was not the principal evil of that method of taxation. 
It was its complexity and uncertainty, and I think it is fair to 
assume that after this year we are through with that. In place of 
the excess profits tax we have an additional tax on corporation 
incomes of five per cent, making, in effect, a flat tax of fifteen per 
cent on corporation income. That is in the Senate Bill. The 
House Bill was twelve and one-half per cent, raised by the Senate 
to fifteen per cent. The burden there, gentlemen, is not going to 
bereduced with respect to money payment. Itisgoing to be simpler 
and more certain. I think it figures out that corporations who are 
making less than eleven per cent will pay more under the flat tax of 
fifteen per cent than under the excess profits tax. Those that are 
making over eleven per cent will pay less. The surtax maximums 
were reduced by the House from the present sixty-five per cent 
to thirty-two and one-half and returned by the Senate to fifty per 
cent. That question is still open, as of course, all these questions 
are still open, when this bill goes to conference, which is thought 
will take place perhaps at the end of next week. It is to be hoped 
that the maximum will be reduced at least to the percentage 
fixed by the House, or thirty-two and one-half per cent. The 
basis for determining gain or loss with reference to March 1st, 
and to profits and loss accruing before March 1st, has been 
changed to conform with the decisions of the Supreme Court. 
Those bases are quite complex and I will not undertake to discuss 
them in detail, but the principle is to tax only a real gain and to 
permit as deduction only a real loss from the actual price of the 
property. The principle is sound, but it does not go quite far 
enough. Your Committee believes that they should allow a loss 
accumulating after March 1, 1913. But, the provision tends to 
clarify the law and bring it into conformity with the decisions. 
There is a provision that exchanges of certain property for property 
of like kind, whether it has a readily realizable market value, or 
not shall not predicate a profit. There is a provision that where 
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securities are sold and identical securities are bought within a 
period of thirty days, no deductible loss shall be allowed. This 
provision was aimed at what was perhaps a real evil; namely, 
the attempt to reduce taxes by fictitious losses. The provision is 
rather arbitrary. It will be a question as to what is identical prop* 
erty, and perhaps judicial interpretation will nullify the effect 
of the provision. Perhaps it would have been better to have left 
it to the discretion of the Commissioner to permit the deduction 
in case of a bona fide transaction. A very interesting provision of 
the Bill, deals with the allocation of net losses. The tax payer is 
permitted, if he sustains a net loss in one year, to deduct it from the 
profit acquired in subsequent years. The provisions of the clause 
which determine how one is to establish a net loss are rather 
stringent on the tax payer, requiring him to include in his income 
profits made outside of his business without permitting him to 
deduct losses made outside of his business. They also require, 
in order to establish a net loss that you must include in your 
income the interest received on municipal bonds or tax free income. 
They do not permit the deduction from your income of the interest 
paid to carry those tax free bonds. This is a provision that may 
affect some of us. Of course, it is to be hoped that nobody is going 
to have a net loss, but it is conceivable that we might, and we 
have pointed out that injustice to the Senate Committee and have 
been assured that it would be taken care of, at least to the extent 
of permitting the investment banker to set off against the income 
received from tax free securities the amount of interest which he 
paid to carry the same. I see that I am consuming too much time. 

The President: It is just a question of how much time you 
want to give to your discussion. 

Mr. Harris: I am anxious for a full discussion. It is impossible 
to cover this great subject hastily and I am sure many inaccuracies 
will creep into what I say as they have into the report, and I 
just mention the capital gain provision and draw your attention 
to it as one of the important provisions of the bill. It is all covered 
by the report. Now gentlemen, it is the wish of the Committee 
that we have a discussion on taxation matters, and we have pro* 
vided here as subjects for discussion, first, sales tax; second, taxa* 
tion based on ability to pay; third, should there be any tax on 
business as such; and fourth, the relative burden borne by active 
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business with varsring income as compared with that borne by 
secure income. I think the first two subjects are really germane and 
can be discussed together. I want to say this, in introducing the 
discussion on the sales tax that your Committee has always felt, 
since its appointment, that the question of a sales tax was one 
that affected the country at large and did not affect the investment 
banker particularly. I do not think that there is any well consid- 
ered proposal which regards the selling of securities as a sale subject 
to this tax. A moment's consideration shows that the purchaser 
of securities is not at all analagous to the purchaser of commodities. 
If the tax is to be a consumption tax, which is the real purpose of 
the sales tax, then the borrower of the money is more analagous 
to the consumer of commodities than is the purchaser of securities. 
That, of course, is elemental. Your Committee has not taken a 
position on the sales tax, and this Association, so far as I am ad- 
vised, has not done so. But, I believe the sales tkx is around the 
comer and I think we should at least give it our serious considera- 
tion. Whether we want to endorse it or whether we want to ap- 
prove it or disapprove it is another question. It is the only new 
thing in the entire tax situation. I am going to call on Mr. Robert 
R. Reed of New York, to speak to you on the Sales tax and then 
I hope we will have some discussion. [Applause.] 

The President: Grentlemen, I may say that the remainder of 
time that has been allotted to the taxation Committee is twenty 
minutes, if we are going to finish our afternoon program. We have 
other discussions and other matters to be brought up. I know Mr. 
Reed is thoroughly familiar with his subject and that he can 
boil the thing down to a very few moments. Mr. Reed. 

Mr. Reed (Reed, Dougherty & Hoyt, New York) : If you will 
multiply that twenty minutes by twenty I might be able to give 
you some idea of this proposed sales tax. I ¥dll however try to 
give you the gist of it. In Washington today the sales tax is going 
to a vote on the floor of the Senate, and there are still a few Senators 
who believe that with the help of the business men and people of 
the country it may pass the Senate. Now, what is the necessity of 
it. It is necessary for revenue. It is necessary to relieve the situa- 
tion that confronts the country today. There are several kinds of 
proposed sales tax and my own study, at least, and I think the 
experience of other countries with the sales tax, makes it very 
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important as to the kind of sales tax we have. The experience of 
the Philippines and of Canada, I think should cause us to remove 
all imaginary objections that we may have to it. In the form now 
considered in Washington it is very simple and there is a limitation 
of the main provisions to business which involves the sale of goods 
manufactured or purchased for sale, which automatically elimin- 
ates the farmers and confines it to manufactured products and 
other products after they pass from the producer. The objections 
to the sales tax have been very fully covered in the review of the 
objections actually presented at the hearing of the Finance Com- 
mittee. We gathered all these together and answered them, I 
think, very satisfactorily, and copies of that can be furnished to 
anyone upon request. I think that is sufficient, Mr. Chairman. 

Mr. Harris: Gentlemen, we would like very much to hear 
from anybody on the question of the sales tax. 

The President: I might say, supplementing what Mr. Harris 
has just said, that I hope you will not hesitate to discuss this 
subject. In order to start the matter let me ask if any of the 
members present see a reason why this Association should advo- 
cate the adoption of a sales tax. There seems to be a peculiar 
vacuity of ideas on the subject. Let me put it the other way. Does 
anybody see any reason why the Association should not take a 
position in favor of the sales tax proposal? 

Mr. Hayden (Hayden, Miller & Co., Cleveland) : It would be 
hopeless to attempt at this time, in view of the very limited length 
of time we have to discuss the matter, to talk about the subject 
of the sales tax on its merits. The most we can hope is to get some 
notion of what the concensus of opinion here is on that general 
subject. Personally, I have been from the time the idea first came 
into my mind, heartily in favor of the sales tax and have done 
everything I could to forward that idea. I hoped, at one time, 
that most of the ways of raising the Federal revenue would be 
abandoned in favor of the sales tax. Some time ago I thought that 
was absolutely hopeless. Later, it seemed to me that it was even 
more hopeless, but in the last ten days I have had occasion to 
feel re-encouraged. I think that business men who favor it should 
and will make their feelings in regard to it understood in Wash- 
ington. I feel that we can have a sales tax and take care of the 
general revenue requirements and not merely only the soldiers 
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bonus. I» personally, would be very glad to have the Association 
express itself. I can hear some members laugh already about 
merchants in securities saying "'let us have a sales tax/' but after 
all that means nothing; if we think it a sound policy we ought to say 
so. I hope, therefore, that we will take this matter up now and say 
that we favor, in principle, the sales tax. I thank you. [Applause.] 

Mr. Ross: Mr. Hayden has unquestionably expressed the 
sentiment of this meeting and I think it is so unanimous that that 
is the reason you have not had more expression or discussion re- 
garding it. I think the thing has been so seriously considered in 
every one of our offices that we are all heartily in agreement with 
the sales tax in principle. 

The President: Is that true? Is the meeting unanimously 
in favor of the idea? [Cries of "Yes."] 

Mr, Martin: I am not sure as to just how much money this 
brings in. Do I understand that the income tax remains? And the 
sales tax takes the place of the surtax? I think there is a great 
question as to how much money this sales tax brings in — do I 
understand the income tax remains and this sales tax takes the 
place of the surtax? 

Mr. Reed: It is supplementary to the income tax to enable 
Congress to give relief at the point of greatest injustice. We 
don't know what the future has in store. 

Mr. Martin: And the income tax will remain? 

Mr. Reed: No; the graduated income tax will disappear. 

Mr. MacMichael (Dexter Horton National Bank, Seattle) : Our 
state legislature last winter, in looking around for ways and means 
of raising revenue and for reducing taxes on real estate, turned 
to the sales tax and we had quite a fight on our hands to defeat 
it. We did not want the sales tax applying to one state only be- 
cause it is so absolutely destructive to business. We were able 
to kill it. Those who deal in securities proved that such a tax 
should not apply to the handling of securities. The producers of 
coal did not have much trouble in showing that it should not 
apply; manufacturers in other lines the same way; the timber 
interests were likewise successful in proving that it should not 
apply to timber; but, the interesting part of the whole discussion, 
which occupied several weeks, was this — that the retail merchants 
were not opposed to the sales tax if it were a national tax. As a 
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matter of fact th^ were quite in favor of it as a national tax but 
were actually opposed to it as applying only to the State of 
Washington. I agree with what the previous speakers have said; 
I think that most of us who have studied the subject are heartily 
in accord with the idea of the sales tax. 

The President: Mr. Chairman of the Taxation Committee, 
if there is no objection — and there may be under the Constitution 
and By-Laws of the Association if anybody cares to make one — 
the Chair is going to ask for a show of hands, not with the view of 
taking any vote, or adopting any resolution in regard to the 
matter, but simply to get an expression of opinion of the members 
present. How many of you are in favor of any kind of a sales 
tax — ^please raise your hands. That is enough. How many are 
opposed. Gentlemen, I thank you; it seems to me to be fairly 
unanimous. 

Mr. Harris: There were four subjects that we wished to have 
you consider briefly. The last two subjects we might take 
together. 

Should there be any tax on business as such? 

The relative burden borne by active business with varjring 
income as compared with that borne by secure income. 

Let me briefly outline what I mean by the last subjects. They 
are in a way germane. I believe, gentlemen, that the ideal system 
of taxation of incomes and profits, would be to make the individual 
the unit of taxation, and to have no tax on corporations or tax on 
business as such. Now the difficulty with that ideal is that the 
profits of corporations must be retained in surplus up to the point 
required by sound finance, and that point is always a debatable 
one. I do not think that anybody has advanced anything to solve 
that difficulty unless the sales tax solves it. I believe myself that 
it does. If we could put on a sales tax, a general turnover tax, as 
a substitute for any tax on business as such, and reduce our 
surtaxes to the point where they did not drive capital out of 
productive enterprise, it is my opinion that we would have 
then an ideal system of taxation to produce this tremendous 
revenue that we must produce, and it would have this addi- 
tional advantage that everybody in this country would pay 
some of the taxes and you would have some pressure brought 
on Congress for economy. 
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The report I think clearly points out that the impact of these 
surtaxes falls very heavily on the active business man. We all 
know that the man with a large secure income after all does not 
pay the heavy surtaxes. He splits his income and he puts it into 
exempt securities, but a man who is in active business conducted 
as an individual or a co-partnership, and I think you would be 
surprised to know how large a part of the business of the country 
is done in that way, has no escape whatever from the imposition 
of these high surtaxes. In addition to that, his varying income 
often works out a tremendous injustice to him. 

The example which illustrates this latter point which I have 
given in the report, I will repeat now. It may be exaggerated, but 
it tends to illustrate the point, that is, if a man in active business 
earns $100,000 one year, $5,000 the next year and makes a loss of 
$60,000 the third, the net result for those three years is $45,000 
or an average profit of $15,000 a year. His surtaxes alone, not 
counting his normal tax, at 82 per cent, amounts to approximately 
$21,000. The man with a secure income of $15,000 a year pays a 
surtax of $340 a year. The injustice there is obvious. In other 
words, the man who is carrying the great burden of these high 
surtaxes is the active business man with the varjring income, 
the very man who is taking the risk which makes this country 
prosperous, the man who should be encouraged, in my opinion, 
under our present system of taxation but who is meeting with the 
greatest discouragement. We proposed a 80 per cent credit on 
the income produced from an active trade, business or profession, 
which income is now as you know separately returned. That 
would give some measure of relief. 

Mr. Reed: There is still a chance of getting that. 

Mr. Harris: I want to say, Mr. Reed suggested it, there is still 
a chance of our getting that proposal through, that is, a 30 per 
cent credit on the earned income of a man actively engaged in 
business. The Conunittee has asked quite a number of the mem- 
bers of the Association to wire their Senators and Representatives 
in Congress. We have met with most encouraging results from 
those wires, and I would like to urge upon the members of the 
Association that you, each and all of you, try to get from your 
Senator or Representative, a consideration of that question, and 
that you do it now. If you can, wire him today. 
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Put it in your own language. Read the report of the committee 
in that regard. Send a wire to Congress. There is still a possibility 
and a very hopeful possibility that, through an amendment to be 
proposed in the Senate and taken up in conference, there may be 
some relief in that regard. If you can urge upon the merchants 
and the lawyers and professional men in your commimity to 
send similar telegrams, I think it ¥dll be helping to make a very 
constructive contribution to the whole subject at Washington. 
I wish to take time, if it is the sense of this meeting, just to read 
the concluding paragraph of the report. 

That is a practical suggestion. It is a rather grandiloquent 
sentence at the end of the report, but the suggestion is to get after 
the Representative in Congress. 

The President: Gentlemen, the committee just got under the 
wire in time according to the schedule. We have had a very in- 
teresting discussion of this important subject and the report has 
been very carefully prepared and presented to the Board of 
Governors and approved by them and a motion is now in order, 
for the adoption of the report on the floor of the Convention. 

Mr. Ross: I move that we adopt it. 

The President: Is the motion seconded? 

(The motion was seconded, a vote was taken, the motion 
carried and the report was adopted.) 

The President: Gentlemen, the next part of our program deals 
with the municipal securities committee, Mr. Thomas N. Dysart 
of William R. Compton Co., St. Louis. [Applause.] 

Mr. Dysart: Before the President has had an opportunity to 
tell me that I haven't time to say anything, I want to let him know 
that I haven't anything to say because my report is printed. 
It contains simply a summary of the municipal bond laws passed 
by those legislatures that have been in session this year. I am 
not sure that it is entirely accurate, but we have tried to check it 
and correct all of the mistakes that we could. I think you will 
find statements with reference to the laws in the various states 
fairly accurate. There is just one thing that I want to call par- 
ticular attention to and that is the section in the report which 
deals with the work done in the state of Louisiana. I have not 
attempted to give a complete history of the work, but they have 
adopted a new constitution in Louisiana and the sections which 
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have to do with the issuance of municipal bonds follow almost word 
for word the recommendations of the Municipal Securities Com- 
mittee of the Association. I think the new constitution of Louisi- 
ana contains as good, if not the best municipal bond provisions 
as any state in the Union. [Applause.] I want you to read it. 
It is time well spent. 
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REPORT OF 
MUNICIPAL SECURITIES COMMITTEE 

In lieu of the usual report of the Municipal Securities Committee outlining its 
activities for the year — ^which report would necessarily be more or less a repetition 
of previous reports — ^we are submitting a compilation of the municipal bond laws 
adopted by many of the state legislatures that were in session this year. 

It has been suggested frequently that we undertake the collection and publica- 
tion, in one volume, of the municipal bond laws of all of the states. Such publica- 
tion would undoubtedly be of great value, for the moment, to the members of the 
Association who deal in municipal bonds, but the idea is not practical because the 
book would be too voluminous and would become more or less 6bsolete almost before 
it could be completed. Our municipal bond laws ore constantly changing; existing 
laws are being amended and new laws are adopted every time a legislature meets, 
and it would be impossible to keep the work revised to date. 

Others have suggested that we endeavor to obtain the adoption of a uniform 
municipal bond law in all of the states. This is fine in theory, but impossible in 
fact. The constitutional provisions for issuing municipal bonds vary so in the 
dififerent states that no uniform law can be framed that would meet these con- 
stitutional requirements. Many yean must elapse — if in fact the time ever 
arrives — ^before there is sufficient uniformity in state constitutions to permit the 
•nactment of uniform municipal bond laws. 

Information colnceming these laws has been received by the Committee from 
Association members throughout the country. The work, particularly in some 
cases, involved considerable time and trouble and the Committee, in acknowledging 
the sources of information, expresses its grateful appreciation of the assistance 
given by these members. 

Where no mention is made of a particular state, it is either because its legisla- 
ture was not in session this year, or because the Conunittee was unable to obtain 
copies of the laws that were passed. 



STATE OF MAINE 

Information furnished by Geo. P, Fogg of R. L, Day & Company, BotUm, 

Ma$9atku9dt8, 



There were no general laws passed by the 1921 session of the legislature of 
this state relating to the issue of municipal bonds. A few special acts were passed, 
which were as follows: 

An Act to authorize the Water Commissioners of the City of Auburn to issue 
additional bonds not to exceed $100,000. 

An Act to authorize the Commissioners of Cumberland County to issue bonds 
to an amount not to exceed $4^0,000. 
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An Act to authorise the County of York to issue bonds to provide funds to pay 
maturing temporary loans. 

An Act to authorize the City of Lewiston to issue bonds to the amount of $100,- 
000 to refund maturing bonds, and to authorize additional bonds to the amount of 
1850,000 to provide funds to pay temporary loans. 



STATE OF NEW HAMPSHIRE 

Imformaium fwmitked fty Geo, P, Fogg of R, L, Dan df Company, Botton, 

MauaehituetU. 

No laws affecting municipal bonds were passed by the 1021 session of the 
Legislature of this State. 



STATE OP VERMONT 

Ittformaium fwrmtked hy Geo. P, Fogg cf R. L. Dag df Co mp a ng , BotUm, 

MauackuteUf. 

The only law passed by the 1021 Legislature of this State was Act No. 104 
entitled "An Act to amend Section 4081 of the General Laws, as amended by Section 
1 of No. 104 of the Acts of 1010 relating to the issuance of municipal bonds." 
The Act is short and is as follows: 

Section 1. Section 4081 of the General Laws, as amended by Section l]of 
No. 104 of the Acts of 1010, is hereby amended so as to read as follows: ^> 

Sec. 4081. All bonds issued under this chapter shall be of a denomination^of 
not less than one hundred dollars nor more than one thousand dollars, and shaU 
draw interest at a rate not to exceed 5% per annum, payable semi-annually; such 
bonds shall be payable serially, the first payment to be def ened not later than from 
one to five years after the issuance of the bonds and subsequent payments to be con- 
tinued annually in substantially equal amounts so that the entire debt will be paid 
in not more than twenty years from the date of issue. In the case of bonds issued 
for the purchase or development of a municipal forest, the first payment may be 
deferred not more than thirty years from the date of issuance thereof, and there- 
after such bonds shall be payable serially in substantially equal anmial amounts 
so that the entire debt will be paid in not more than sixty years from thejdate 
of issue. 

Approved March 0, 1021. 



STATE OP MASSACHUSETTS 

Information fwnitked by Oeo. P. Fogg of R. L. Day dt Company, Botton, 

Mauaokiudta, 

No laws affecting municipal bonds were passed by the 1021 session of the 
ure of this State. 
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STATE OF NEW YORK 

I ftformalum furnished by John C. Thompaon of the New York Bar, 

Chapter 818, Laws 1021, Approved April 22, 1921. Amend Subdivision 1 of 
Section 480 of Chapter 21 of Laws 1919, as amended last by Chapter 162, Laws 1920. 
This Act gives right to trustees or boards of education, where serial tax has been 
voted, to issue bonds to an amount which will make total bonded indebtedness not 
over 15% of assessed value of real property (formerly, this law read "10%")* 
This new Act also applies to districts where aggregate valuation of real property 
is $500,000 or over (formerly, this law read "$1,000,000 or over"). A new clause 
is also added allowing issuance and sale of bonds in excess of above limitation if 
resolution authorizing the bonds "shall be adopted by a vote of two-thirds of the 
qualified electors present and voting on such resolution at the meeting called for 
soch purpose." 

Chapter 46, Laws 1921, Approved March 9th. Amends Section 819-b of 
Chapter 68, Laws 1919, as added by Chapter 288, Laws 1920, so as to permit 
issuance of not longer than sixteen months certificates of indebtedness or revenue 
bonds to provide funds to establish and maintiiin new police districts until adoption 
of next annual budget. 

Chapter 858, Laws 1921, Approved April 80, 1921. Raises the limit on interest 
rate on state bonds for highways, barge canals and parks frinn 4}^% to 5%. 

Chapter 174 which authorizes cities of the first class having a population of 
one million or more, to make appropriations for educational purposes in addition 
to those contained in the annual budget for 1921, and to incur indebtedness and 
issue bonds or other obligations to meet such appropriations. 

Chapter 456 which amends Section 129 of the Village Law of the State of 
New York so as to increase the maximum amount of interest on village bonds 
from five to six per cent per annum. 

STATE OF NEW JERSEY 

Infortnation furnished by Robert R, Reed of the New York Bar. 

The Person General Bond Act has been amended by requiring temporary loans 
for capital expenditures to be authorized by ordinance subject to referendum, and 
by requiring not less than three per cent of outstanding temporary indebtedness 
incurred for completed improvements, no part of which has been assessed, to be 
infthided in the annual budget (di. 120); the purpose being to prevent delay in 
lygSwning to liquidate the debt by carrying the temporary loan for a period of six 
years as formerly permitted; also by permiting counties to deduct from their gross 
indebtedness in determining their net debt and borrowing capacity, road bonds 
issued against the county's shares of the state motor vehicle fund allotment 
(ch. 164) and permitting other municipalities to deduct indebtedness incurred for 
an electric light plant which has been self-sustaining for five years (ch. 285). 
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One act was paaaed outiimiig the method by whidi the Giy of Athmta mi^ 
take advantage of a oonatitatioQal amendment paaaed in 1919, permitting the 
city to issue one to ten year aerial street paving bonds without a vote of the 
people and without including sndi bonds in the city's debt limit. The act mcr^ 
provides the mechanical p roces s for carrying out the provisions of the constitu- 
tional amendment. 

Two yean ago, in revising the sdiool oode» the legislature passed a law re- 
stricting the tax levy for the payment of bonds to five mills. Hiis law was amended 
last year, removing the tax limitation, but throu^ a technical error in its enact- 
ment, the law was vetoed by the Governor. The legislature this year again amend- 
ed the law, removing the limttatioa. Hiere is now no limit to the amount of tax 
that may be levied to pay direct obligation bonds of sdiool districts in Georgia. 



STATE OF FLORIDA 
Information funMud bjf the Chairman of Iho Mwtieipal SeeuriUeo 



Chapter 841S. An Act to amend Chapter 7862 of the Acts of 1919 rdating 
to the Everi^ades Drainage District of the State of Florida. This Act Gsts the 
annual tax per acre levied against lands in the district. Hie Act increases the 
amount of bonds authorized from $6,000,000, as provided in the Act of 1919, to 
17,750,000. It limits the amount to be issued in any one year to $1,500,000 and 
provides that all bonds authorised and issued in the future shall constitute an 
obligation of equal dignity with the bonds therein or theretofore authorised. 

Chapter 8554. An Act to authorise the board of county commissioners in 
any county in the state where bonds have heretofore been voted tor the construc- 
tion of hard surface roads, to change the date of the serial maturities of said bonds, 
provided that the maturities as changed shall not exceed the final maturity of 
the issue as authorised by the election. 

Chapter 8551. An Act to amend Section 1537 of the revised general statutes 
of Florida relating to the sale of county bonds. Hie Act provides that in case 
bonds are authorised at an election the county commissioners shall give notice 
that bids wiU be received at the County Clerk's office on or before the expiration 
of thirty days fnmi the first publication of the notice. Hie notice shall specify 
the amount of bonds offered, the rate of interest and the maturities. When the 
rate of interest exceeds 5%, the bonds shall not be sold for less than ninety-five. 
When the rate is 5% or less, the bonds may be sold for not less than ninety. 

Chapter 8552. An Act providing that all bonds, notes, coupons or other obli- 
gations signed by the duly authorised offioos of any county, municipality or 
other political subdivision of the state, shall be valid and binding obligations, 
although before the date of delivery the persons signing such bonds, notes, cou- 
pons or other obligations, shall have ceased to be the officers of the issuing munici- 
pality. Section 2 validates aU such bonds, notes, coiqions or other obligations 
that have been delivered heretofore, notwithstanding any change in office subse- 
quent to their execution and before their delivery. 

Chapter 85i8. An Act to amend Section 579 of the revised general statutes 
of Florida relating to elections in special tax school districts for the purpose of 
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issuing bonds for acquiring, building, enlarging, furnishing or otherwise improv- 
ing, buildings or school grounds. If the district contains a city of 25,000 or more, 
the proposal to issue the bonds may be initiated by the Board of Public Instruc- 
tion of the county or by the trustees of the school district, otherwise the pro- 
posal can only be initiated by a petition signed by not less than 25% of the duly 
qualified electors residing within the school districL 



STATE OF MISSISSIPPI 

InformaHon furnished by J. M. Vardaman, Bank qf Commeree is Tnut Company , 

Memphis, Tennessee. 

There was no session of the Legislature in 1921. The principal municipal 
bond laws passed by the 1920 Legislature are as follows: 

1. Senate Bill No. 284. An Act to require the payment of bonds and coupons 
pronq>tly. This bill provides that all bonds and coupons issued by any county, 
municipality or district in the State of Mississippi shall be paid promptly at the 
place of payment, and in the event such payments are not made when due, the 
defaulting officer or officers are made liable on their official bonds, for any such 
default, provided sufficient funds are on hand to make the payments. This act 
has had a very desirable effect on Mississippi officials and has, to a large extent 
obviated the trouble that some of the members of the Association have had in 
the past in collecting bonds and coupons that were payable outside the state. 

2. Senate Bill No. 200. An Act to provide for the issuance of bonds by 
counties and districts thereof. 

3. Senate Bill No. 220. An Act to authorise the issuance of bonds by munici- 
palities. 

Hiese are companion bills and provide general schemes for the issuance of 
bonds by counties, municipalities and districts in Mississippi. There are some 
very satisfactory provisions in these bills, but one of the undesirable features 
is that the debt limit was increased in each case to 15%. 

Hie legislature also passed Senate Bill No. 146 which amends Chapter 176 
of the Acts of 1914, by requiring all bonds issued under such act to begin maturing 
the first year instead of the tenth year, and it also provides that two or more 
road districts may consolidate. 



STATE OF TENNESSEE 

InformaHon furnished by Hunter Jones ofL B. Tigrett A Company, Jackson, Tenn. 

The laws of the State of Tennessee provide for the issuance of bonds by counties, 
cities and incorporated towns, drainage and levee districts, school districts, and 
road improvement districts, and the authority under which bonds are issued is 
by both general and special act of the General Assembly. Below is a summary of 
all legislation adopted at the 1921 Legislature of the state, directly or indirectly 
effecting the issuance of bonds. 
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A more effective and speedier method for the collection of delinquent taxes 
— Ch^ter 115 amends Ch^ter 008, Acts of 1907» known as the General A ssess 
ment Act* and Chapter 87, Acts of 1911, entitled, "An Act to provide a more 
effective method for the collection of delinquent taxes," by requiring that after 
the first day of Blay eadi year, the County Trustee shall advertise that a list of 
all real estate upon which taxes remain due and unpaid will be turned over to the 
Comptroller of the Treasury, and that additional penalties will accrue if said 
taxes are not paid on or bef<»e the first day in June next. On the first Monday 
in June the trustees of the respective counties shall file with the Conq>trol]er of 
the state a certified list of all delinquent real estate taxpayers, showing amount 
due, interest penalty, etc. Upon the filing of said list it shall be the duty of the 
comptroller, through the revenue agents, within six months from the filing of 
said lists, to give notice to the delinquent taxpayers that if said taxes are not 
paid by the first Monday of the following January, bills will be filed to enforce 
the liens for taxes sascsscd against said property, and that an additional penalty 
wiU accrue upon the filing of said bill. 

In the event all taxes, interest and penalties are not paid on or before the first 
Monday in the following January, it shall be the duty of the con^>troller, throu^ 
the revenue agent, to file bills in Chancery Court for the purpose of enforcing 
the lien for taxes, and the court is authorised and empowered, if such relief is 
warranted by the law and the facts, to enforce the lien for taxes by sale of the 
property upon a credit of not less than six months and in bar of the equity of re- 
demption; and the purchaser at such sale, after paying all the purchase money shall 
be entitled to a decree vesting the title in him absolutely against the owner and 
against all liens for taxes of any nature whatever. Any party to a suit brou^t under 
the provisions of this Act has the ri^t to ^peal to the Supreme Court, or have 
the cause reviewed by writ of error. 

Tennessee bonds exempt from state, county and municipal taxes— Chapters 
25, 86 and 92 provide that any and all bonds hereafter issued, without regard as to 
when authorised, by any and all counties, incorporated towns or cities and drainage 
districts, levee districts and drainage and levee districts in the state of Tennessee, 
shall not be taxed either by the state or by any county or municipality of the 
state, and a statement to that effect is required on the face of said bonds when 
issued. 

ReHMsessment of property for 1921, and biennially thereafter — Chi^iters 9 
and 62 provide for a more just and equitable assessment of all property in Tennessee 
for taxation for state, county and municipal purposes, the re-assessment of 
property for 1921, and biennially thereafter, and the setting aside and vacating 
of all assessments for 1920 insofar as they relate to the assessment and collection 
of taxes for the year 1921, the purpose of the laws being to require re aaacsament 
of all property of every kind in the state, sascsscd under the Revenue and Assess- 
ment Laws for Tennessee, as well as that escaping taxation or coming into existence 
since the assessment for 1920. 

Extension of time for payment of state and county taxes applies only to 
year 1920 — By reason of abnormal conditions a law was enacted at the last session 
of the General Assembly, extending the time for the payment of state and county 
taxes for the year 1920 only to May first without penalty, after which date the 
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■ame to become delinquent and subject to such penalties as are already imposed 
by law. With respect to delinquent land taxes for 1020» the law provides that 
county trustees shall sell said land for taxes delinquent thereon for the year 
1020 only on the first Monday in September 1921, instead of the first Monday 
in June as provided for in Chapter 008, Public Acts 1007. 

Machinery created for equitably administering the assessment and tax laws 
of the state — To the end that all assessments of property for taxable purposes 
shall be made relatively just and equal at the actual cash value of said property 
in compliance with the law. Chapter 118 creates the offices of State Tax Commis- 
sion and a State Board of Equalisation and defines the powers and duties of each. 
In general the duties of the tax commissioner are to exercise general supervision 
over the administration of the assessment and tax laws of the state; to confer 
with and advise county tax assessors, county boards of equalisation and other 
county officials in the performance of their duties in administering the assess- 
ment and tax laws of the State. 

Ph>posed amendment to constitution giving general assembly unrestricted 
power over taxation of personal property — An Act to concur in Senate Joint 
Resolution No. 74, Acts of 1010, proposing an amendment to the constitution 
of the state of Tennessee, under which proposed amendment the powers of the 
General Assembly over the subject matter of the taxation of personal property 
win be as complete and unrestricted as they would be if Section 28 of Article 2 
of the constitution did not exist, provided, however, that any tax levied upon 
penonal property must be uniform as to persons and pr(q>erty of the same dass, 
and aU exemptions from taxation shall be by general law, was adopted by a vote 
of two-thirds of all members elected to each House, and the amendment sub- 
mitted to the people to be voted on at the general election to be held on the Tuesday 
after the first Monday in November 1022. 



ILLINOIS 

InformaHon fitmUhed by J. (7. Swftk cf Bolger, Mouer A WiUaiman, 

Chicago, lUinaU, 

The only laws of importance on this subject passed by the last session of the 
minois Legislature are the following: 

1. A Soldiers' Bonus Act was passed providing for the issue of $55,000,000 
of state bonds, bearing interest not exceeding 6% per annum andmaturing serially 
within twenty years, subject to the approval of the proposition by the voters at 
the general election in November 1022. 

2. Hie statute relating to road bonds of townships and road districts was 
amended by increasing the legal rate of interest from 5% to 6%. 

d. The statute relating to special assessment bonds by cities and villages was 
amended by increasing the legal rate of interest from 5% to 6% per annum. 

4. Laws were passed validating the reorganisation of all township and com- 
munity high sdiool districts and the proceedings had for the issuing of bonds by 
such districts. 
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STATE OF INDIANA 
Informaiion fumidud bjf the Chairman qf the Mumeipal Seeuritiee Committee. 

The foDowing laws were paaaed by the special session of the Legislature in 1021 : 

Chapter 5, — ^Legalizes bonds heretofore issued in good faith by cities, towns, 
counties and school districts where the notice of sale, or the notice of a hearing 
before the State Board of Tax Commissioners for authority to issue was not given 
in compliance with laws pertaining thereto. 

Chapter 190. — ^Authorises any city to acquire necessary sites to erect war 
memorials and issue bonds to pay for same; bonds to run not longer than ten years, 
beginning five years after date — l/50th of the total issue must be paid each year 
and the remainder in ten years. Authority is given to refund at maturity for an 
additional five years. Hie maTimnm rate is 6%. 

Chapter 160. — ^This authorises counties in which are located cities of not less 
than 60,000 nor more than 68,000 according to the last Federal census, to con- 
struct coliseums, auditoriums m victory halls and issue bonds to pay for same. 
Bonds shall mature in not more than thirty years and shall be payable in equal 
semi-annual installments. Hie maximum rate is 6%, and bonds cannot be sold 
at less than par. 

Chapter 158. — Amends Sections 82 and 40 of an Act entitled "An Act concern- 
ing county business" approved March 8, 1880. This law authorises officials of 
counties to issue bonds not in excess of 8% of the taxable property as appears 
from the tax duplicate. The maximum rate is 6% and the maximum maturity twenty 
years. Bonds may be made payable serially. Notice of sale must be given for 
three weeks and the bonds sold for not less than par. 

Chapter 87. — Authorises counties to issue bonds not exceeding in amount 
$100,000 in anticipation of the collection of taxes levied for county hospitals. 
These bonds have a fixed maturity of twenty years but are optional at any time 
after five years. The m^^itnitm rate is 6% and the bonds cannot be sold for less 
than par. 

Chapter 868. — Authorises county commissioners to issue bonds for hi^w^y 
improvement on behalf of the county itself, or of assessment districts or town- 
ships. The maximum rate is 6%. The bonds must mature in not more than thirty 
years nor less than ten years. The bonds cannot be sold for less than par. Notice 
of sale must be given by one publication in a local newspaper and one in an Indian- 
BpoHs newspaper at least ten days prior to the date of sale. The amount of bonds 
to be issued is limited to 1% of the assessed valuation. 

Chapter 864. — This seems to be a general act validating all bonds heretofore 
issued by counties, townships or other municipalities. 

Chapter 96. — ^Authorises cities, towns and other municipal corporations to 
purchase and acquire waterworks and issue bonds therefor, payable solely from 
the revenues and income from the plant. The rate is limited to 6% and the ma- 
turity to not exceeding fifty years. If bonds bear 6% they cannot be sold for less 
than par, but if they bear a lower rate, then they may be sold at such price as will 
make the money cost the city not more than 6%. 

Chapter 177. — This authorizes school corporations to consolidate and issue 
bonds to acquire real estate and buildings. 
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Chapter 198. — AuthoriaBes trustees of school cities and towns to issue bonds 
to fund or refund outstanding indebtedness. The rate is limited to 5^% and the 
maturity to not over fifteen years, or the bonds may mature serially ht>m one to 
fifteen years. They must be sold at not less than par on two weeks' notice of sale. 

Chapter 124. — Authorizes school townships to issue bonds to purchase grounds 
and erect buildings. The nuunmum rate is 6%; the maximum maturity twenty 
years; the bonds cannot be sold at less than par. 



STATE OP OHIO 
Informaiion furnished hy Sidney Sjntzer cf Sidney Spiiaer A Com pony, Toledo, Ohio 

The following laws relating to municipal bonds were passed by the 1921 sessicm 
of the Ohio Legislature: 

Act amending Section 8818 of the General Code by adding Section 8812-4 
providing for the council of any city upon the recommendation of the Director of 
Public Service, or the council of a village, providing for the lighting of any street, 
alley, dock, wharf, pier, public road or place, or parts thereof, and for the levying 
and collecting of special assessments therefor. Phxseedings same as for improve- 
ment of streets, except that notice of passage of resolution shall be published 
once a week for two consecutive weeks in two papers of opposite politics and in 
general circulation within the corporation. If no newspi^wr is published, notice 
shall be posted in five most public places for fifteen consecutive days. (Note — ^This 
section provides for the levjring of assessments for the lighting of streets, alleys, 
etc). 

Act amending Section 2715 of the General Code by adding after the last para- 
graph — except that in case the county commissioners find that there wiU be an 
excess of money in the treasury of any county which will be impossible to deposit 
under the limitation of $1,000,000, such bank or banks or trust company shall 
be permitted to receive an amount not to exceed $5,000,000. (Note — devious to 
this amendment, no bank could have more than $1,000,000 of county money on 
deposit at one time. The limit is raised to $5,000,000 as above provided). 

Act amending Section 8410-18 of the General Code — the last paragraph of 
said section is changed to read: the township trustees shall, prior to the time such 
bonds are issued, provide for levying and collecting annually by taxation an 
amount sufficient to pay interest thereon and to create a sinking fund for their 
redemption at maturity, and shall annually levy a sufficient tax for such purpose 
irrespective of any limitation and this provision shall apply in any case where such 
bonds have been authorised by vote of the electors as provided in this Act. (Note — 
Hie above applies to memorial bonds which may be issued not in excess of $100,000. 
The first above phrase formerly read: at the time said bonds are authorized to be 
issued. The last phrase is an addition to the section and provides an unlimited 
tax for the payment of interest and sinking fimd and also provides that this bonded 
indebtedness does not figure into the bond limit). 

New Act authorizing any school district of the State lying adjacent to the 
school district of another state to form a joint school district upon approval 
of the Board of Education of this State. 
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Act amending Section 7604 of the General Code by adding: except that in 
case the Board of Education shaD find that it will be for the best interest of any 
school district* such bank or banks shaD be permitted to receive an amount in 
no event to exceed $5,000,000. (Note — Old law provided no d^Mwit in excess of 
the amount of paid in ci^ital of the bank, and in no event more than $1,000,000. 
The limit by this amendment is raised to $5,000,000). 

Section 76S0 of the General Code amended to read: In no case shall a Board 
of Education issue bonds under the provisions of the last preceding section in a 
greater amount than shaD be provided for and paid for by the tax levy authorised 
by law and subject to limitation of the combined maximum rates for taxation in 
force at date of issue. The board shall provide subject to sakl limitation for the 
levy of a sufficient tax for interest and sinking fund or retirement purposes in the 
resolution authorizing the issue. The amount of bonds outstanding at any time 
shall not exceed lH% of the tax duplicate of the district. Bonds heretofore issued 
or authorized to be issued by any board of education under authority of the next 
preceding section tar a lawful purpose which have been and shall be sold at not less 
than par and accrued interest and the proceeds thereof have been and shall be 
paid into the treasury, shall be legal, valid and binding obligations of the school 
district and of the board of education. (Note — ^The old section provided for the 
payment of bonds within forty years on the basis of the tax valuation at the time 
of the issue. The new section as above written does not specify the time. The 
next preceding section referred to above applies to school bonds issued by a board 
of education without being submitted to the voters). 

New Act authorizing cities, villages or counties to issue bonds for playgrounds, 
playfields, gymnasiums, swimming pools, public baths or indoor recreation centers, 
and for the equipment thereof. No specific percentage of tax valuation or amount 
of bonds authorized named in the bill. Bonds to be general bonds of the issuing 
municipality governed by general laws. 

Section 4687 of the General Code amended by adding: the legal title to school 
property for school purposes in a newly created village school district shall be 
vested in the board of education of the newly created school district. Ftovided, 
however, if there be any indebtedness on the school property located within the 
newly created school district, the board of education of the newly created village 
school district shall assume such indebtedness and shall levy a tax annually suffi- 
cient to pay such indebtedness and shall pay to the board of education of the dis- 
trict or districts from which it acquired the school property, the amount of money 
collected from such levy as it becomes due. (Note — ^The above also ^plies to 
territory annexed to a city or village as well as to territory which is incorporated 
in a newly created viOage). 

Sections 8870 and Section 8880 of the General Code amended, allowing coun- 
ties and other municipal corporations to issue 6% bonds for the payment of its 
portion of grade crossing elimination — ^the former rate was 5%. 

New Act specifying as follows: All counties in which there has or will be 
hereafter created a conservancy district under the Conservancy Act of Ohio, are 
authorized to remove, alter, repair, replace and construct new bridges over rivers, 
creeks or water courses that have been or will be removed therefrom in the process 
of improvement under said Conservancy Act. The commissioners may borrow 
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not in excess of $250,000 for said purpose, issue boniis without submitting to the 
vote of the people. The bonds to mature in not exceeding ten years, bear interest 
at not exceeding6%, and no greater amount shall be due in any one year than 7/10 
of 1% of the total valuation of property in the county as assessed in 1920. Bonds 
to be advertised and sold in the usual manner and commissioners may levy a tax 
not in excess of 7/10 of 1 mill to pay interest and sinking fimd. This tax not to 
be counted in the tax limitation. 

SecUon 8989 of the General Code amended by adding Section 8980-2. When a 
municipal corporation has within or bordering on its boundaries, property belong- 
ing to the state of Ohio, the council of said municipal corporation by an affirma- 
tive vote of not less than two-thirds of the members elected or appointed thereto, 
by resolution or ordinance may issue and sell bonds in such amounts and denomi- 
nations, for such a period of time and at such a rate of interest, not exceeding 6%, 
and in the manner required by law, provide for the protection of said property 
belonging to the state of Ohio in the way of building, erecting or by the extension 
of the waterworks system of said municipal corporation to, into, or through said 
property belonging to the state. (Note — Provides authority for a municipality 
to issue bonds for water works system to protect state property within its boun- 
daries). 

New Act to permit municipal corporations to issue bonds for deficiencies in 
the year 1921 — bonds to run ten years, interest not to exceed 6%, semi-annual, 
amount of bonds not to be counted in the bond limitation. 

Section 2970-25 of the General Code amended by adding a clause permitting 
the treasurer of a county to record and authenticate county bonds when the 
secretary of the sinking fund is unable to act by reason of sickness or absence 
and to sign as acting secretary. 

Section 2488-1 of the General Code amended by adding a section which provides 
that when the signature of the county auditor is necessary on bonds and he cannot 
act, the Court of Common Fleas when petitioned by the county commissioners, 
shall appoint a deputy to act, and in the absence of a deputy, some other suitable 
person. In such case the county auditor's name shall be signed and the name 
of the party signing shall be placed under the county auditor's name, preceded 
by the words "signed by" and followed by the words "pursuant to order of the 
Common Fleas Court of said coimty." 

New Act to authorize boards of education of rural school districts and 
school districts to fund deficiencies, issue bonds and to levy taxes for such pur- 
poses. It is provided that the above can issue bonds tot deficiencies outstanding 
on March 1st and to become due before July 1, 1921 . Bonds to run not exceeding 
ten years with 6% interest, bonds so issued not included in tax limitation not 
subject to bond indebtedness limitation. 

Section 6496 of the General Code amended by removing the time limit of four 
months for selling inter-county ditch bonds by private sale, and authorizing the 
commissioners to give bonds to contractors in payment for work and material, 
inter-oounty ditch bonds made full and general county obligations. 

Section 1228 of the General Code amended by adding: the making of special 
assessments hereinbefore referred to shall not be a condition precedent to the 
issuing of bonds under the provision of this section, and such special assessments 
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may be made either before bonds are issued, under the provisions of this section, 
or after the issuance of such bonds. 

Section 6929 of the General Code, also amended the same as the preceding. 
(Note — ^the above section applies to bonds issued by county commissioners both 
on behalf of the county and at the request of the townships that have special 
road districts. The amendment allows special assessments to be made after the 
bonds are issued as well as before. The above act also legalises sale of all bonds 
issued heretofore and sold at par and interest.) 

House Bill No. SS providing for a complete revision of many sections of the 
general code regarding the issuance of bonds, the manner in which different classes 
of bonds shall mature, the classification of the bonds and providing for serial 
maturities and the method of procedure in issuing same. This is perhaps the most 
important of all the laws passed by this legislature relating to the issue of municipal 
bonds. A copy of this law should be secured and carefully read by all members 
of the Association who are interested in Ohio municipals. 

STATE OF MICHIGAN 

InformaHon furnished by J, W. WaAing of WaUing Lerehen is Company, Detroit, 

Miehigan. 

The only substantial change made in the municipal bond laws of this state by 
the last legislature was a bill relating to school districts which increased the debt 
limit from 10% to 15%, and the maTimum maturity from fifteen years to thirty 
years. There were also a number of minor amendments to the local road district 
law and some special legislation to help out certain local situations. 

Hie general bill entitled "A bill to authorise and regulate the issue of bonds by 
counties, townships, etc." failed of passage as it did not come in for final reading 
until just before the session adjourned. The attempt to amend the Secured 
Debts Act was also defeated. 

STATE OP WISCONSIN 

InformatUmfumithed by J. 0. Search ofBolger, Mosser & WiUaman, Chicago, lUincie. 

Chapter 242 of the Session Laws of 1921 revises and consolidates the laws 
relating to the organization and powers of cities, and repeals all existing special 
charters for cities, except the City of Milwaukee, which is allowed to retain its 
special charter. Chapter 576 revises and consolidates the laws relating to munici- 
pal borrowing and municipal bonds and repeals all existing laws on this subject. 
Hiis chapter is now the sole authority for the issuing of general obligation bonds 
by counties, cities, villages, towns, school districts and all other municipalities, 
except the City of Milwaukee, which latter city may issue bonds either under this 
chapter or under its special charter. This chapter specifies the purposes for 
which bonds may be issued by each class of municipality, and details the procedure 
required to be taken, provides for the form, execution and manner of negotiation of 
the bonds. We do not find in the statute any limitation as to the rate of interest 
the bonds may bear, the only provision on this point being that the rate of interest 
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shall be specified in the initial resolution authorizing the bonds, which resolution 
is required to be published before the bonds are issued. It is provided that the 
bonds shall be sold at not less than par by the officers who execute the bonds, 
together with the municipal treasurer. Hiere is no requirement as to public 
advertisement of the sale. A method is also provided by which any municipal bond 
may be registered in the name of the owner. 

In this connectiout it should be noted that the said Chapter 576 excepts from 
its provisions highway bonds of counties and towns issued under Sections 1S17 
M-12 to 1817 M-15 of the statutes. Therefore, county and town highway bonds 
win continue to be issued under the general highway law, which law limits the rate 
of interest to 5% per annum. It is provided, however, by Chapter 288 of the Laws 
of 1021 that until July 1, 1923, the county board of any county may issue high- 
way bonds under Section 1317 M-12, bearing interest at a rate not exceeding 
6% per annum. Chapter 3 of the Laws of 1921 authorizes the sale at less than 
par of county highway bonds authorized prior to January 1, 1921, and not yet 
sold. 

STATE OP MINNESOTA 

If^ormaHan fumithed by L. E, Wakefield of WdU'Dickey Company, 

MinneapolUp Minneiota. 



State bond issues — At the November 1920 General State election, an amend- 
ment to the state constitution was adopted known as Article 16 creating a state 
trunk highway system of approximately 6500 miles to be constructed and main- 
tained by the state through increased taxes on all motor vehicles levied in lieu of 
all other taxes on same and through the issuance of state bonds. The legislature 
was authorized to issue and sell general state bonds not exceeding in the aggregate 
$10,000,000in any one year and not exceeding bonds issued and unpaid of 175,000,- 
000 at any one time, such bonds to bear not to exceed 5% interest, maturing not 
exceeding twenty years, to be sold at not less than par. Public sentiment at present 
is apparently against the issuance of any state bonds and in favor of the financing 
of the system through the vehicle tax alone. None of these state bonds were 
authorized to be sold by the 1921 legislature. 

This same amendment provided that the legislature might "reimburse any 
county for the money expended by it subsequent to February 1, 1919, in per- 
manently improving any road" described in the amendment. Chapter 522 takes 
care of this reimbursement and provides that "the State of Minnesota hereby 
agrees to pay out of the trunk highway fund and only out of that fund, the 
principal of such bonds at maturity," bonds so referred to being bonds heretofore 
issued by the counties for that purpose, together with certain county bonds to be 
hereafter issued under oertain restrictions. The state is to also reimburse interest 
to the extent of 5%. Section 2 (b) of this act provides that where the county has 
heretofore expended money derived from taxes or temporarily transferred from 
other funds for such permanent improvements "it shall be the duty of the county 
board of any county desiring such reimbursement to issue bonds of the county in 
an amount equal to the amount thus expended including interest thereon." Such 
bonds shall mature in not less than ten nor more than twenty years, bear not exceed- 
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ing 6% interest and be sold at adTcrtiaed sale. Before such bonds shall be issued 
and sold the Commissioner of Hi^ways shall certify that said bonds are such as 
will be paid by the state at their maturity out of the trunk highway fund. 
This is probably the most important bond enactment of the entire session* as a 
great many counties will seek reimbursement in this way through sale of bonds. 
While the promise of the state to pay the bonds at maturity is limited to the trunk 
highway fund alone, such promise becomes a charge upon that fund which must 
be met ahead of the construction program so that the state will have to set aside 
a sinking fund out of the vehicle licenses from year to year to take care of this 
obligation or else will ultimately have to issue state Ixlnds to redeem these promises. 
Practically $85,000,000 of oonstructbn work was done during 1919 and 1920 which 
the state will ultimately be required to finance in this way. 

The legislature also authorized the sale at less than par of approximately 
$5,000,000 unsold Soldiers' Bonus Certificates of Indebtedness. Tliese have already 
been sold and there will be no further issues offered to the public 

A law was passed. Chapter 528, submitting a constitutional amendment to be 
voted on in 192S for the creation of a state rural credits system, similar to that 
of South Dakota. 

County bonds — Chapter 522 referred to above authorizing the issuance of 
"Trunk Highway Reimbursement Bonds** was the most important enactment. 

Chapter 155 provides that where the removal of trees and stumps from land 
wiU contribute toward forest fire prevention and the general welfare of the county 
it may be financed by the issuance of county bonds under procedure similar to the 
Minnesota Drainage Act. The purposes of this Act are untried and probably no 
bonds will be issued under it until its validity has been passed upon by the Supreme 
Court. 

Chapters 825 and 826 relate to drainage and flood control, the creation of 
districts for that purpose and the issuance of county bonds therefor, the county to 
be reimbursed through special assessments on the general plan of Minnesota 
connty ditch law. 

Cities — (Cities of t!he First Class) Due to the fact that the City of Minneapolis 
adopted a home rule charter which became effective in December 1920, the 
volume of bond legislation for Minneapolis was substantially reduced. To adjust 
some of the provisions of the new Minpeapolu charter two important acts were 
passed— Chapter 120 amending Sections 1845 and 1846, General Statutes 1918, 
which limit the scope of home rule cities, particularly in the matter of the incurring 
of bonded debt. The principal amendment was to bring the general law as to 
bonded debt into harmony with the new Minneapolis charter permitting Minne- 
apolis to incur indebtedness without popular vdte upon joint vote of the City 
Council and the Board of Estimate and Taxation, up to a net indebtedness of 
10% of the assessed valuation, including moneys and credits. Chapter 162 vali- 
dates all charters adopted with provisions not inconsistent with the law as so 
amended. Chapter 226 permits the sale of street and park improvement bonds 
at less than par. Two sets of bonds have been issued under the new charter as 
validated, by these laws, which procedure has been approved by two of the most 
prominent eastern attorneys, so that the provisions of the new Minneapolis charter 
as to debt incurring are considered well established. 
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(Cities of the Fourth Class — population not exceeding 10,000) and Villages. 
Chapter 05» Laws 1910 provided procedure for paving improvements and sale of 
city and village certificates of indebtedness to finance same. This act was reviewed 
twice b J the Supreme Court, the first case holding that it did not apply to home 
rule charter cities and the second that as to all other cities and villages it was valid, 
the certificates were general obligations and no election was required. Chapter 
410, Laws 1021, specifically makes the act applicable to home rule cities of the 
Fourth Class and Chapters 18, 50 and 456 validate proceedings, assessments and 
certificates heretofore issued under Chapter 65, Laws 1010, by aU cities of the 
fourth class, including home rule cities and also villages. 

Chapter 108 amends prior laws so that not only cities of the fourth class but 
villages may issue bonds to purchase heating plants already in operation. 

Funding and Refunding bonds — Chapter 200 amends Sections 1854 and 1855, 
General Statutes 1018, so as to remove any doubt as to the right of all munici- 
palities to issue bonds without an election to fund floating indebtedness and pro- 
viding that such funding bonds shall be payable in three to fifteen year installments. 
Chapters 184 and 185 relate to the validation of bonds issued to refund floating 
indebtedness and make the determination of the governing body conclusive evi- 
dence as to the validity of the debts refunded. 

Chapter 417 is an act to limit the annual levy of taxes in aU villages, cities and 
school districts, designed particularly to curb extravagance on the part of the iron 
range municipalities. City and village taxes are limited to $100 per capita and 
school districts to $60 per capita, plus an additional amount necessary to retire 
principal and interest on indebtedness heretofore incurred. 

Chapter 278 — ^A Street Railway Control Bill was passed providing that street 
railways may surrender their existing franchises and accept indeterminate permits, 
that extensions and service shall be controlled by the city councils but that rates 
of fare shall be fixed by the State Railroad and Warehouse Commission which 
will allow a reasonable rate on Uie fair value of the operating property. 

Chapter 426 amends the State Securities Commission Act (Blue Sky Act) so 
that a commission of three men, who will devote their entire time to the work, has 
been named in place of the three state officers who were previously ex-officio 
members. No other important change was made in the Act. 



STATE OF IOWA 
InfarmaHon fumiilud hy H, M, Roger§ of Oeo, M, Beehid A Co,, Davenport, Iowa 

The principal laws passed by the 1021 session of the Iowa legislature relating 
to the issue of municipal bonds were as follows: 

Chapter 126. Securities and Investttients. An Act to repeal Section 864 of 
the supplement to the Code, 1018 (C. C. 8487), and to enact a substitute therefor 
and to authorise investments of funds, including those to be made by executors, 
administrators, trustees and guardians, where such investments are to be made 
and no mode of investment is pointed out by statute. 

Investments — authorixed securities. Section 864 of the supplement to the Code, 
1018 (C. C. 8487), is hereby repealed and the following enacted in lieu thereof: 
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''Where investments of funds are to be made, including those to be made by 
executors, administrators, trustees and guardians^ and no mode of investment is 
pointed out by statute, they may, under order of court* be made in the bonds of 
this state, or of those of the United States, or federal farm loan bonds issued under 
the provisions of the Act of Congress approved July 17, 1916, or in bond or mort- 
gage upon real property of the clear unincumbered value of twice the investment, 
or in bonds issued by or under the direction of cities, towns, counties, school or 
drainage districts of this State." 

Chapter 255. Cities and Towns. An act to amend Section 885, supplement to 
the Code, 1918, (C. C. Sec. 8889) relating to special assessments. 

Assessments — installments increased. That Section 825, supplement to the 
Code, 1918 (C. C. Section 8889) be amended by striking out the word "seven" 
after the word ''in" in line seventeen of said section and inserting in lieu thereof 
the word "ten." 

Chapter 187. Cities and Towns. An act to amend Section 894, supplemental 
supplement to the Code, 1915, (compiled Code, Sec. 4088), and Section 1989-a88 
supplement to the Code, 1918, as amended by Section 1, of Chapter 28, Acts of 
the 87th General Assembly, (compiled Code, Sec. 4886), in regard to levy of tax 
by cities and towns to pay special assessments for street improvements. 

Taxation. That Section 894, supplemental supplement to the Code, 1915, 
(compiled Code, Sec. 4088), be and the same is hereby amended by inserting after 
paragraph 11 thereof, the following; 

"Il-a. Drainage Tax. A tax in such sum or amount as may be necessary to 
pay any special assessment, with interest, or any installment of any special asse s s 
ment, with interest, levied against any street, alley, hi^^way, public way or park 
of any incorporated town or city, or city acting under a special charter, levied 
under the provisions of Section 1988-a88, supplement to the Code, 1918, as 
amended by Section 1 of Chapter 28, Acts of the 87th General Assembly (compiled 
Code, Sec. 4886)." 

Applicability to Towns. That Section 894, supplemental supplement to the 
Code, 1918 (compiled Code, Sec. 4088), be and the same is hereby amended in 
paragraph 12 thereof by adding after the word "eleven" in the second line of said 
paragraph, the words "and eleven-a." 

Assessment Against Streets — Payment. That Section 1989-a88, supplement 
to the Code, 1918, as amended by Section 1 of Chapter 28 of the 87th General 
Assembly, (compiled Code, Sec. 4886), be and the same is hereby amended by 
striking out the period after the last word of that section and substituting a comma 
in lieu therefor and adding the following words: "or said assessment may be paid 
by tax levy as provided by Section 894, supplemental supplement to the Code, 
1915 (compiled Code, Sec. 4088), paragraph eleven-a." 

Chapter 179. Cities and Towns. An act to amend Section 894, supplemental 
supplement to the Code, 1915 (C. C. 4088), relating to taxation in cities and towns, 
and to provide for a tax levy to pay sewer bonds issued by cities and towns. 

Sewer Bond Tax. That Section 894, supplemental supplement to the Code;, 
1915, (C. C. 4088), be and the same is hereby amended by adding thereto the 
foOowing: 
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(18) "A tax as authorized in lubdivision 9 of this Section, to be levied in the 
proportions therein set forth and to be used exclusively in the pajrment of the 
principal of bonds and the interest thereon issued for the construction of sewers, 
which tax shall not be levied on property lying wholly without the limits of the 
benefits of such sewerB, which limits shall be fixed by the council each year before 
making the levy.*' 

Chapter 43. Municipal Bonds. An act authorizing and empowering cities and 
towns to sell and dispose of municipal bonds by popular subscription. 

Sale of bonds by popular subscrq)tion. Cities and towns, including special 
charter cities, cities under the commission form of government and under the city 
manager plan of government, may sell such bonds as they are by law authorized 
to issue, to the citizens of such municipality by popular subscription. The officers 
of such cities or towns who are charged with the duty of selling such bonds may 
publish notice of such sale for such length of time and in such manner as they may 
deem best to effect the purpose of this act, and may receive bids from the citizens 
of such municipality, or others, for the entire amount of such issue, or any part 
thereof, excepting that bonds may not be issued in smaller denominations than 
$100 and such officers may award bonds to any one or more of such bidders in 
accordance with what, in the judgment of such officers, is for the best interest of the 
municipality; provided that in no case shaD such bonds be sold for less than their 
par value and accrued interest. 

Chapter 125. Parks. An act to amend Chapter 812, Laws of the 88th General 
Assembly (C. C. Sees. 8068 and 8071), relating to park conmussioners and board 
of public works, providing for additional funds for parks, with provisions for bor- 
rowing money and issuing bonds therefor, and for acquisitions of real estate and the 
permanent improvement thereof, and legalizing the issuance of certain certificates 
or bonds issued thereunder. 

Purposes. That Section 1 of Chapter 812, Acts of the 88th General Assembly 
(C. C. Sec. 8668), be and the same is hereby amended by inserting after the word 
"improving" in line 20 of said Section, the words "by the construction of buildings 
in public parks." 

Section 2. Legalizes certain certificates and bonds. 

Chapter 49. Purchase and Construction of waterworks. Amends Sections 
742, 742^1, 744, 745 and 747-b, supplement to the Code, 1918 (C. C. Sections 8981, 
8082, 8984, 8985 and 8988) which included cities of the first class, to include also 
cities of the second class having a population of over 10,000. 

Chapter 82. Waterworks. An act amending Chapter 288, Laws of the 88th 
General Assembly (C. C. Sees. 8997, 4005, 4008), conferring additional powers on 
cities having a population of 100,000 inhabitants or over, including cities acting 
under the commission plan of government, relating to waterworks. Maximum 
faiterest rate on bonds is changed from 5% to 6%. Requires Board of Waterworks 
IVustees to make financial report once a year instead of twice a year. 

Chapter 21. City Halls. Amends Section 1 of Chapter 182 of the 87th General 
Assembly (C. C. 8740) relating to the erection of city halls and the issuance of 
bonds therefor, by the insertion of the words underlined below. The section as 
amended reads: City Hall. Cities and towns, including cities under commission 
plan, shall have power to erect a city or town hall and to purchase the ground 
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therefor. Such building may be erected and used for geocrml oouunuiuty omd 
mtuitetfuf puipofles, including aasembly haH, auditorium, public ball, armorx. 
eoundl chamber and offices, fire and police 8tati<ms, iiwrfensorlw or for any one or 
more of such purposes, and when erected shall be under such regulations as to use 
and compensation for such use when used for other than municipal purposes 
as the councU may from time to time direct. 

Chapter 41. Limitation on municipal tndd>tednes8. Amends Chapter 14-D, 
Title V S. S. to Code 1915 C. C. chi4>ter 40, Title Xm which relates to govern- 
ment of cities and incorporated towns by a council and manager, by addition of 
the following: Section lOM-b-27. In aoy city adopting the form of government 
provided for in this chapter, whose ind^tedness, prior to the time the change in 
government was made, was limited to five per centum of the actual value of the 
taxable property therein, and whose actual indditedness, at the date of such 
change, exceeds one and one-quarter (1^) per centum of the actual value of the 
taxable property of said city, the limit of indebtedness of such city shall be deter- 
mined by adding to the indebtedness limit, under the general laws for cities, the 
actual value, as determined by the city council, of municipally owned and operated 
utilities, and it shall be limited to such an amount; provided, however, that the 
amount thus arrived at shall in no event exceed five per centum of the actual 
value of the taxable property in said city, as shown by the state and county tax 
list. 

Chapter 0. Interest on School Bonds. Amends Section 881d-e S. S. of Code 
(Sec. 8061 C. C.) relating to school funding, refunding and building bonds. Sec- 
tion 1 of the new act reads: Interest rate. Tliat the law as it appears in Section 
8812-e supplemental supplement to the Code, and as it appears in Section 2061 
of the compiled Code, be and the same is hereby amended by adding the following 
to said section : "Ftovided that as to such school bonds heretofore voted, and not 
yet issued, school funding or refunding bonds and as to such school bonds as may 
be voted hereafter and prior to January 1, 1083, same may bear rate of interest 
not exceeding six per centum per annum. Fh>vided further that all such bonds^ 
bearing a rate of interest exceeding five per centum per annum shall contain a 
provision reserving to the corporation issuing such bonds, the option to pay such 
bonds at any time on or after five years from date of issue." 

Chapter 170. Public Bonds. An Act to provide for competitive bids in the 
sale of all municipal bonds where the amount involved exceeds the sum of $25,000. 

Sale — ^Advertisement. When any state, county, township, municipal, drain- 
age, school, road, park or other public bonds are issued and offered for sale in the 
sum of 625,000 or more, the official or officials m charge of such bond issue shall 
by advertisement, published for two or more successive weeks in at least one 
official newspi4>er of the county, and in at least one newspaper of general circula- 
tion in the state, give notice of the time and placeof sale of said bonds, the amount 
thereof to be offered for sale, and any further information which may be deemed 
pertinent. 

Sealed bids— record — open bids — record. Sealed bids may be received at 
any time prior to calling for open bids. At said time and place, the said officials 
shall open and publicly announce all sealed bids received and make a record of 
same in their minutes. After the sealed bids are announced, the official or officials 
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shall call for open bids and shall make record in the minutes of the best open bid 
feoeiTed. 

Rejection of bids — private sale. Any or all bids may be rejected, and the sale 
may be advertised anew, in the same manner, or the bonds may thereafter be 
sold at private sale» provided that no bonds shall be disposed of for less than par 
value and accrued interest. 

Publication clause. This act being deemed of immediate importance shall be 
in full force and effect after its passage and publication in the Des Moines Register 
and the Des Moines Capitol, newspapers published at Des Moines, Iowa. 

Ch^ter 928. Legalization Acts. An act to prescribe the conditions under 
which the proceedings of boards of supervisors, school directors and city and 
town councils, and bonds and warrants issued by such official bodies, may be 
legalised. 

Notice of purpose to legalise. No bill which seeks to legalise the official pro- 
ceedings of any board of supervisors, board of school directors, or dty or town 
council, or which seeks to legalise any warrant or bond issued by any of said 
official bodies, shall be placed on passage in either House or Senate until such bill 
as introduced, shall have been published in full in some newspiqiers published 
within the territorial limits of the public corporation vdiose proceedings, warrants 
or bonds are proposed to be legalised, nor until proof of such publication shall 
have been printed in the House or Senate journal. 

Section 2. Publication when newspaper in territorial limits. In case no 
newspaper is published within such territorial limits, the publication required by 
this act shall be made in one newspaper of general circulation published within 
the county. 

Section 8. Caption. Tlie publication required by this act shall be made under 
the following caption or heading, to-wit: 

"Fh>posed bill for the legalization of the proceedings of (name of official body).*' 
If the proposed bill be for the legalization of the bonds or warrants of the public 
corporation, the caption shall be modified accordingly. 

Section 4. Cost of publication. If the bill be introduced at the instance of 
the public body whose proceeding, bonds or warrants are sought to be legalized, 
the cost of the aforesaid publication may be paid from the general fund of the 
public corporation. 

Section 5. Amendment — effect. Tlie amendment of the proposed bill after 
its publication as aforesaid shall not affect its legality, provided the subject matter 
of the bill is not substantially changed. 



STATE OP MISSOURI 
InfarmaiUmfwmtihed by the Chairman of the Municipal Secuniiee Committee 

At the general election in November, 1020, the following constitutional amend- 
ments were adopted: 

Section 12, Article 10, was amended to authorize cities of 75,000 or more to 
acquke public utilities and issue bonds payable solely against the revenues of the 
utilities, such bonds not to be included in the city's general debt limit. 



166 TENTH ANNUAL CONVENTION 

Article 4 of the Constitution was amended to provide for the issue by the 
state of $60,000,000 bonds for road purposes. The amendment limited the rate 
of interest to 5% and the maturity to not exceeding thirty years. Authority was 
given for payment of the bonds by a direct annual tax on all property of the state. 
It also provided that all motor vehicle registration fees and license fees collected 
by the state should be segregated and used to pay the principal and interest of 
the bonds. The legislature was authorised to enact such laws as mi^t be neces- 
sary to carry this amendment into effect 

Section 12a, Article 10, was amended to permit cities of 90,000 or less to become 
indd>ted upon the assent of two-thirds of the voters, to an amount not exceeding 
an additional 10% of the assessed value of property, for the purpose of purchasing 
or constructing waterworks, ice plants, electric or other light plants. 

Section 44, Article 4, of the Constitution was amended to authorise the state 
to issue $1,000,000 Soldiers' Settlement Fund bonds. The amendment provides 
that bonds shall be payable thirteen years from date and optional after eight years, 
bear interest at not to exceed 43^%, and shall not be sold for less than par. This 
amendment is supposed to be self enforcing and to require no legislative action. 
Nothing has been done by the state with respect to the issue of these bonds due 
perhaps to the low rate of interest and the limitation that they may not be sold 
at less than par, and to the further fact that disbursement of these funds will 
probably be coupled with the disbursement of the money under the Soldiers' 
Bonus Bill. 

At a special election held August 2, 1021, Article 4 of the Constitution was 
further amended to provide for the issue by the state of $15,000,000 Soldiers' 
Bonus bonds. The maximum rate of interest is 5%, but the other details of the 
issue were left to the legislature^ The constitutional amendment authorizing 
the $15,000,000 Soldiers' Bonus bonds was not adopted until after the special 
session of the legislature adjourned and it will be necessary therefore either to 
call another special session to enact laws before these bonds can be issued, or to 
wait until after the regular session in January, 1023. The Governor is considering 
the matter and will most likely call a special session this fall. The Legislative 
Conunittee of our Local Groiq> has been requested to co-operate with the state 
officials in the preparation of this law. It will probably be several months before 
either the State Road bonds or Soldiers' Bonus bonds can be issued. 

At the regular session of the legislature which convened in January, 1021, 
the following municipal bond laws were passed: 

Senate Bill No. 16. This was an act amending the laws relating to the issue 
of courthouse, jail and county hospital bonds. The former statute provided only 
for the issue of bonds to build courthouses and the act as amended provides for 
building, repairing or rebuilding. 

Senate Bill No. lOS. This was an act amending the law authorizing counties, 
cities, towns, villages and school districts to fund their indebtedness, and the 
amendment increased the maximum rate of interest from 5% to 6%. 

Senate Bill No. 880. This was an act authorizing cities of 75,000 or more to 
issue general obligation bonds to an amount not exceeding 10% of the assessed 
valuation for the purpose of acquiring public utilities and also authorizing public 
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utilities bonds payable by a lien on the income from tbe properties, and providing 
that such bonds shall not be included in determining the city's legal dtht limit. 

Senate Bill No. 840. This was an act providing that all bonds registered by 
the State Auditor of Missouri shall be legal investments for insurance companies, 
administrators, executors, etc., and providing that such bonds shall be accepted 
as security for state deposits. 

Senate Bill No. 454. This was an act increasing the maximum rate of interest 
on bonds issued by counties, cities, towns, villages, school districts and other 
political subdivisions, to 6% and authorising the sale of such bonds at not less 
than 95% of their par value. 

At a special session of the legislature held in June, 1921, a law was enacted 
putting into effect the provisions of the constitutional amendment authorising 
the issue of $60,000,000 road bonds. The act provides for the issue of 5% bonds, 
due serially from one to twenty years, and limits the amount to be sold in any one 
year to $10,000,000. Unfortunately, a provision was inserted in the law at the 
last moment providing that no bonds can be sold before March 1, 1923, thereby 
holding up the state's road building program. The Governor is considering 
calling another special election to pass legislation authorising the issue of the 
$15,000,000 Soldiers' Bonus bonds, and, in the event he does, he will probably 
include in the call authority for amending the road bond law to permit an 
sale of these bonds. 

STATE OF ARKANSAS 

Iftformaiionfurnuhed by th$ Chaimum qf tlu Municipal Ssevrdtst 

A large majority of the bonds issued in this state are authorised by 
acts. A number of such acts were passed by the 1021 legislature, but not so 
many as have been passed in previous years. This was due largely to a general 
desire on the part of the taxpayers of the state to curtail the road building program 
until general conditions improve. Meanwhile, several eastern newspapers pub- 
lished articles criticising the road construction program in this state, and. as a 
result of these articles, the Executive Committee of the Mississippi Valley Group 
of the Investment Bankers Association of America conducted an investigation 
and published a comprehensive report. The introductory part of this report is as 
follows : 

ARKANSAS IMPROVEMENT DISTRICT BONDS 

As many of the members of the Mississippi Valley Group of the Investment 
Bankers Association of America were instrumental in the mariceting of improve- 
ment district bonds issued by communities in the state of Arkansas and. in view 
of the recent unfavorable newspaper articles criticising the road construction pro- 
gram throughout the state and the bonds issued in payment thereof, it was deemed 
advisable by the Executive Committee of the Group to conduct on its own behalf 
an investigation, the results of which are given herein. 

Many of the members of this Group have been dealing in these securities for 
a great many years, and through thu long experience, are familiar with the funda- 
mental requirements necessary to produce sound issues of bonds. 
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Ezperienoed men connected with St. Louia inveetment bond houaes ▼isited 
fourteen representative counties, which reflect a fair average of the conditioiia 
prevailing within the entire state. 

Tax collections and tax records over a period of five years were checked and 
the percentage of delinquent taxes obtained. Instructions were given to obtain 
the facts, whether favorable or unfavorable to the particular district. 

The constitution of the State of Arkansas prohibits the issuance of direct 
interest bearing obligations by its counties or cities. The present system of 
improvement district bonds was, therefore, bom of necessity and has been in 
vogue for many years. The bonds are uniformly issued in serial form. Many of 
the districts have been in existence for years and their bonds, or a great majority 
of them, have been paid and retired. 

A long line of court decisions both in the State of Arkansas and the federal 
courts of the United States, has upheld the legality of these obligations, which are 
coDectible through adequate tax levies on the benefited property. 

To those familiar with conditions in Arkansas, the great necessity for these 
improvement districts is apparent. A large area of alluvial land requires draining 
and, in some cases, leveeing. Good roads naturally follow, and in turn are just aa 
necessary. Crops cannot be marketed readily without good roads and by reason 
of such development substantial areas of rich land are automatically placed in 
cultivation. Tlie gain in wealth, and population, to say nothing of improved 
living conditions, is apparent. 

The Arkansas road program, as planned, was undoubtedly too ambitious. 
Much of this plan has been modified since the reduction in the prices of farm 
products, and has removed the cause of much criticism. 

There are undoubtedly specific cases in Arkansas, as well as in other statca, 
of extravagance and poor business administration. It is evident to any fair- 
minded person that the administration of public affairs b never 100% perfect in 
any state, but we believe that the record in Arkansas in this respect averages aa 
well as that of any other state. 

Tliese pages are intended to present facts and opinions so that the reader may 
judge of the ability of the communities in Arkansas to take care of the indebted- 
ness which they owe in the form of bonds payable by special taxation. The record 
of tax payments throughout the state has been exceptionally good in the past, 
which is the best index of what may be expected in the future. 

Tax collectJons are not fully tabulated and it is impossible at this time to list 
delinquencies in the 1920 tax, which is now in the process of coDection. But the 
Committee's investigators report that collections this year compare favorably 
with collections in past years and they have been able to find nothing as yet which 
would point to the contrary. 

Summarizing the data compiled, the Committee is of the opinion that Arkansas 
improvement bonds, as a dass, have been issued under due legal authority, with 
the consent of the governed, that the improvements were warranted in public 
opinion, resulted in enhanced values and in an improved working condition, and 
that the situation as to the collection and payment of taxes compares most favor- 
ably with the record of other states. Further, that where care had been exercised in 
the selection of bonds offered to the public and the fundamental requirements 
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followed, aD of the evidence obtained was an aasurance of the security and stability 
of the bonds as an investment, and that, viewing the situation as a whole, the 
criticism above mentioned was unwarranted and that many of the statements 
made were false and misleading. 



STATE OP LOUISIANA 

Information furnished by the Chaimum of the Munieipal SecuriHet Committee 

By far the most inq>ortant municipal legislation with which our Committee 
has had to do this year is the adoption of a new Constitution for this state. The 
Legislative Committee of the New Orleans Group was largely instrumental in 
framing those provisions of this Constitution that have to do with the authoriza- 
tion and issue of bonds payable by taxation. These provisions were drafted, at 
the request of the Committee, by Mr. John C. Thomson of the New York Bar, 
and were adopted, with practically no material change, by the Constitutional 
Convention. 

Tile provisions are^ found in Articles XIV and XV of the Constitution. They 
define munidpal corporations, parishes and school, road, sub-road, sewerage, 
drainage and sub-drainage districts, as subdivisions of the state which may incur 
debt and issue negotiable bonds. They provide the purposes for which each of 
these subdivisions may incur debt and fix the limit of the indebtedness, and also 
prescribe a maximum rate of interest of 6%. The limit of indebtedness, except 
for drainage and sub-drainage districts, is fixed at 10% of the assessed valuation 
of the issuing subdivision. Bonds issued by levee, navigation, and reclamation 
districts are authorised under separate sections of the Constitution. 

The preparation of the provisions of this Constitution, with respect to the 
issue of municipal bonds, was handled almost entirely by members of the Associa- 
tion. The work represents the latest thought with respect to constitutional 
provisions authorizing bond issues, and we suggest that each member of the 
Association, who is interested in municipal bond laws, obtain a copy of this Con- 
stitution and study carefully its provisions, so that he may be prepared to suggest 
similar provisions in his own state in case a proposed revision of its Constitution 
is considered. 

A Special Session of the Legislature in Louisiana is in session at the time this 
report is being written, having been cgnvened on September 6, 1921, for the purpose 
of passing laws to put into effect the provisions of the new Constitution. 

An Act, prepared by Mr. John C. Thomson at the request of the Legislative 
Conmiittee of the New Orleans Group, to authorize municipal corporations, 
parishes and other subdivisions of Louisiana to incur debt and issue negotiable 
bonds and prescribing the procedure therefor, has been introduced in the legis- 
lature with practical assurance of its adoption without material change. Tlie Act 
is short, is easily understandable and it combines in one bill, the authority for the 
issue of all bonds payable by taxation except those issued by the state, the dty 
and port of New Orleans and levee, reclamation and navigation districts. 

A separate law has been prepared by Messrs. Charles & Rutherford, Attorneys, 
St. Louis, authorizing the issue of reclamation and drainage district bonds under 
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authority of Article XY of the CoostitutioD. This law foflows largely the 
district laws of Bfissouri, Mississippi and other middle western states. Printed 
copies of these laws may be obtained from the Chairman of the Legislative Omi- 
mittee of the New Orleans Group. Th^ are well worth the study of all members 
interested in municipal bond issues. 



STATE OF TEXAS 
IvfonMiicnfurnukei by J, T. Bowman, AutHn, TexoM 

House Bill No. 42 putting into effect amended Section 4, Article 11 of the Con- 
stitution, relating to cities and towns having a population of 5,000 or less, and 
amended Section 5, Article 11, of the Constitution, relating to cities having more 
than 5,000 inhabitants and not having special charters, providing for the levy, 
assessment and collection of taxes by such cities, providing for the issuance of 
bonds by such cities payable out of said taxes, and validating certain bond elec- 
tions. This bin increases the maximum rate of interest to 6% and provides 
that such bonds may be issued serially. 

House Bill No. 11&— An Act putting into effect amended Section 8, Article 
7 of the Constitution, relating to indq>endent and common school districts. This 
act contains substantially the same provisions for school districts that Act No. 42 
contains for cities and towns. Both of these laws were adopted and are now in 
effect. 

A similar law — ^House Bill No. 178 — ^was introduced, having for its purpose 
raising the rate of interest on all road district bonds to 6%. The bill was favorably 
rq>orted out of committee, but failed to pass. 

Another bill was introduced to permit the sale of bonds at less than par, but 
this was also defeated. 

At a recent special session of the legislature another effort was made to secure 
the passage of the bill permitting the sale of bonds at a discount, but this was 
again defeated, due, not so much to opposition that developed, but to the fact 
that the bill was introduced too late in the session to get action on it. 



STATE OP OKLAHOMA 
IftfarmaHon furnuhed by Oeo, I. QHbevi, Oklahoma CUy, OUahoma 

No municipal laws of interest were passed by the last legislature of this state. 

Attention is called, however, to Sections 86 and 27 of Article X of the Okla- 
homa Constitution, which are the foundations of the bond laws of this state. 
Section 27 has been expressly held to be self-executing and requires no legislative 
action. Both of these sections provide that before any bonds are issued, a levy 
must be made sufficient to pay the interest and create a sinking fund for the pay- 
ment of principal. 

Ch^ter 7 of Article I of the Revised Laws of Oklahoma 1910 provides that 
practically aU bonds shall be payable at the fiscal agency of the state, a national 
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bank in New York City, to be deaignated by the Governor, and requires the Treas- 
urer of the issuing community to remit to such agency, sufficient funds to meet 
maturing bonds and columns at least fifteen days bef<Me they are due. 

All bondSk except funding and refunding bonds, must be authorised by vote 
of the pec^le. In case of funding and refunding bonds, both the ind^tedness 
funded or refunded and the proceedings leading up to the issuance of the bonds 
must be expressly approved by the district court, and the Supreme Court has 
held that this approval, if not appealed from, has the same effect as the approval 
by the Supreme Court of the issue in question. 

Sections 876 and 877 of the Revised Laws of 1910 provide that the Attorney 
General shall be ex-offido Bond Commissioner and shaU approve each issue of 
bonds, and that no action shall be commenced in any court to contest the legality 
of said bonds after thirty days from such approval. 



STATE OF KANSAS 

If^ormatwnfurnithed by H. P, Wright ofH. P. Wright Investment Co,, 

Kamae City, Mo, 

No laws were adopted affecting municipal bond issues. A bill was introduced 
to authorize municipalities to increase the rate of interest to 6% and to seU bonds 
at a discount, but the bill was defeated. 

The legislature passed a bill permitting municipalities to grant franchises for 
a maTJmnm period of thirty-five years to public utility companies, thus removing 
the present twenty-year limit. 

STATE OF NEBRASKA 
Information funmhed by C, J, Thoreon, Fint Tnui Company, Omaha 

At a special election held September 21, 1920, a new Constitution was adopted. 
It is very general in its provisions conoeniing the issuance of municipal bonds, 
leaving the field practically clear for legislative action. Tlie Legislative Committee 
of the Omaha Bondmen's Club endeavored to have the Constitutional Convention 
fix specific provisions in the new Constitution relating to municipal bond issues* 
limits of indebtedness, etc., but the attitude of the convention was to put as few 
limitations in the Constitution as possible, thereby leaving it for the legislature 
to &L such provisions by statute. 

On account of the adoption of the new Constitution, no important legislation 
affecting the issue of municipal bonds was passed, except a bill providing that the 
Attorney General's office shall carefully analyze the municipal bond laws of the 
state and report to the next legislature a complete codification of such laws, 
together with his recommendations as to any additional legislation that may be 
needed. In this work the Attorney General will have the co-operation of the 
Omaha members of the I. B. A. of A. and these members, in turn, have requested 
the Munidpal Securities Committee to assist in the work. 
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STATE OF SOUTH DAKOTA 
It^ormatumfurni$hed by Uu Chairman qf tlu Municipal S^curitiet CommiUee 

Chapter 804 provides for the establishment and maintenance of county high 
schools and authorizes the issue of bonds in an amount not to exceed 1% of the 
assessed valuation of property within the county. Bonds must mature in not 
more than twenty 3rears» with a maximum rate of 7%. These bonds are authorised 
in addition to all other bonds which the county is permitted to issue. The law 
provides ion an unrepealable tax levy sufficient to pay principal and interest, but 
not to exceed 20% of the debt in any one year. 

Chapter 106 amends Section 8470 R. S. 1010, as amended by Chapter 46 of 
the Session Acts of 1020 relating to drainage districts. The law authorises the 
Board of County Conmiissioners to issue bonds at not exceeding 7% interest, 
maturing in not more than twenty years, the bonds to be payable solely out of 
assessments levied against lands within the district. 

Chapter 254 creates a State-Home-Building Department and provides for the 
loaning of money and the extension of credit to people of the state on real estate 
security, to assist in building homes. The Act fixes the conditions on which loans 
may be made. No loan shall exceed 80% of the cost of building the home, nor run 
longer than twelve years, and the rate charged shall not be more than 1)^% above 
the rate the state bonds bear. The Act authorises the issue of state bonds not to 
exceed $500,000 in any biennial period, the first period to end December SI, 1022. 
Tlie state board fixes the rate of interest, maturities and place of payment, but 
all bonds must be optional five years from their date. 

Chapter 866 amends certain sections of Chapter 815 of the Session Acts of 
1010 relating to land settlements, creates a State Land Settlement Board, and 
authorises the issue of state bonds or warrants not to exceed $2,000,000, to pro- 
vide funds to acquire lands, improve same and sell to approved settlers, giving 
preference to soldiers. Bonds shall not mature later than ten jrears from date; 
the rate of interest and other details are fixed by the Board. Bonds cannot be sold 
for less than par. 

Chapter 812 amends Sections 6420 and 6421 R. S. 1010 rekting to refunding 
bonds of municipalities. These must mature not less than five, nor more than 
twenty years from date. Tlie maximum rate is 6% for cities of the first and second 
class, 7% for cities of the third class and towns. Bonds cannot be sold for less 
than par except an allowance of 8% of the amount of bonds sold may be paid 
for printing, advertising and brokerage. 

Chapter 816 empowers municipal corporations to issue bonds for the con- 
struction of sewers. The issue of such bonds is to be governed in all respects by 
Title 6, Part 8, Chapter 10. Article I, R. S. 1010. 

Chapter 868 creates a Soldiers' Compensation Board and authorises the issue 
of state bonds, to an amount not exceeding $6,000,000. The maximum rate is 
6%. The maturity and other details of the issue may be fixed by the Board but no 
bonds can be sold at less than par. The bonds are payable by direct, unlimited 
ad valorem taxes and are exempt from all general state, county and municipal 
taxes, and also from the state income tax. The act provides for cash bonuses for 
resident soldiers only, at the rate of $15 per month for each month in service, with 
a maximum payment of $400. 
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Chapter 877 amends Section of Chapter 824 of the Session Acts of 1919 
creating a Board of State Cement Conmussioners and authorizing the Board to 
issue state bonds in an amount not to exceed |2,000»000 to provide funds for leas- 
ing, purchasing, constructing, equipping, managing and operating a cement plant, 
or plants, within the state. The maximum rate is 6%. The bonds are known aa 
INTERNAL IMFROVEAiENT BONDS OF SOUTH DAKOTA. The maximum 
maturity is twenty years and the bonds cannot be sold at less than par. 

Chapter 885 amends Section I of Cluster 884 of the Session Acts of 1919 
relating to highway bonds, and authorises the State Highway Commission to 
issue state bonds not to exceed in amount $6,000,000 to provide funds to construct 
a system of state highways. The maximum rate is 6% and the bonds are to be 
paid serially in not more than ten years. 

Chapter 127 exempts state highway bonds from all general state, county and 
municipal taxes and also from the state income tax. 

STATE OF MONTANA 

Information furnished by L, E. Wakefidd of WeUi-Diekey Co., Minneapolis, Minn. 

State bond issues: Chapter 18 of the Extraordinary Session of the Seven- 
teenth Legislative Assembly authorizes the issuance of $8,000,000 of bonds by 
the State of Montana for the funding of its outstanding and unpaid chums. 
These bonds are issuable in two lots: 

1. Those issued in 1021 to be in an amount not exceeding current tax levy. 

2. Tliose issued in 1922 to be in an amount not exceeding tax levy for that 
year. All bonds or notes, as they are called, mature in one year from date of is- 
suance. Those issued during 1921 are to bear interest not to exceed 7)^% and those 
issued in the year 1922 are to bear interest at a rate not to exceed 7%. 

The bonds are to be offered for sale by public advertisement, after which the 
Board of Examiners (who have the supervision of the sale) may dispose of them at 
private sale should they deem it desirable. Sale must be made at not less than par. 

The constitutionality of this Act was questionable. However, the Act has, 
since its passage, been sustained by the Supreme Court of the State of Montana. 

Chapter 102 authorizes the issuance of $4,500,000 in Soldiers* Bonus Bonds 
of the State of Montana, bearing interest at not exceeding 5^%, maturing in 
twenty years, redeemable in ten years. These may be disposed of at public or 
private sale at not less than par. 

In order that these bonds may be legal, it is necessary that they be approved 
by a vote of the people of the state, and the Act provides for the submission of the 
question a,t the next election — ^general or special — which is held in the state. 

Chapter 205 of the Session Laws provides tor a $50,000 maximum bond issue 
for the purpose of acquiring lands and lots in the City of Helena, Montana, for 
use as a part of the state capitol grounds. These bonds, however, are not a general 
obligation of the State of Montana and are only a lien or charge against lands and 
funds granted to the State of Montana for the purpose of erecting buildings at 
the state capitol. Bonds have a maximum maturity of thirty years and are re- 
deemable at any time after fifteen years. Tliey shall bear a maximum rate of 6% 
and are salable at either public or private sale. 



174 TENTH ANNUAL CONVENTION 

The Board of Land Commissioners supervises the issuance and sale of th< 
bonds. 

Initiative Measure No. 19 was one of the very few of the many measures sub- 
mitted at the general election on November 2, 1920, which received the favorable 
vote of the state electorate. The fact that it refers entirely to general educational 
purposes probably accounts for its having been adopted. This measure authorizes 
the issuance of $5,000,000 in bonds, for the puipose of constructing, repairing and 
equipping the various educational institutions in the State of Montana, such as the 
State University, College of Agriculture, and Mechanic Arts, School of Mines, 
State Normal College, State Orphans Home, Montana School for the Deaf and 
Blind, Montana State Industrial School and the State Vocational School for Girls. 

These bonds are to be issued in series from time to time as the State Board of 
Examiners may deem desirable and expedient. They are to mature in not longer 
than twenty years and shall be made redeemable at the option of the State Board 
of Examiners at any time after ten years. The maximum rate of interest is 5H% 
and may be disposed of by the State Board of Examiners at either public or private 
■ale. 

An additional provision of the measure which might tend to add attractiveness 
to the bond is that providing for an annual tax levy of 10/12 of 1 mill on all the 
property of the state, which, presumably, will return a fund amply sufficient to 
retire the principal and interest of the bonds as they respectively become due. 
This measure became effective December 6, 1920. 

County bonds: The Special Relief Act passed in 1919, has been amended, 
increasing the maximum maturity of the bonds to not less than five, nor more than 
ten, years, whereas it was, prior to the change, not less than two, nor more than 
five years. Chapter 82. 

The law authorizing the issuance of county high school bonds has been amend- 
ed by Chapter 182 of the Session Laws, but the amendment is not very important 
and merely provides for another means of initiating the question. Formerly it 
originated from the Board of County Commissioners and now it may originate 
from the Board of School Trustees of the county high school itself but must pass 
through the Board of County Conunissioners still before it shall have been sub- 
mitted to the vote <^ the people. 

School districts: The Legislature passed an Act which made it possible for all 
of the school districts in the state, including county high school districts, to 
fund their outstanding indebtedness represented by warrants or orders issued 
for teachers* salaries, school supplies, equipment, repairs and other ordinary and 
necessary expenses incurred in the maintenance of schools. Bonds can be issued 
when there is insufficient money to the credit of the school district applicable to 
the payment of said outstanding indebtedness or when a levy and collection for 
the purpose of paying the indebtedness would be a hardship or a burden. No vote 
is necessary to authorize the bonds and they may bear interest at a rate not exceed- 
ing six per cent (6%) per annum, may mature in twenty years, and may be made 
redeemable before that time. Bonds have to be sold after public advertisement 
for a period of thirty days prior to the day of sale, but the school board is authcv- 
ized after that time to reject any and all bids and sell the bonds at a private sale 
if deemed desirable. 
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This legislation is probably unobjectionable in its application to all common 
school districts in the state, but as applied to county funding bonds issued for 
the maintenance, eftc. of county high schools, is awkward and very likely conflicts 
with the constitutional provision requiring a vote of the electors of the county in 
the matter of incurring any indebtedness in excess of $10,000, for a single purpose. 
While, of course, the issuance of the funding bonds themselves is not the creation 
of an indebtedness, the issuance of the warrants which the bonds are supposed to 
refund is the creation of an indebtedness and bonds authorised to take up void 
warrants would probably not be approved. 

Chapter 180 of the Session Laws is apparently of a nature similar to the law 
just reviewed, but applicable entirely to counties. It is practically identical in 
its essential features with the general school funding law and, of course, is sub- 
ject to the objection above cited, in that it is in conflict with the constitutional 
provision requiring the vote of the people on the incurring of an indebtedness in 
excess of $10,000, for a single purpose. 

Irrigation districts: The irrigation law has been practically completely 
redrafted and considerable improvement is noted over the former statute, notably 
that a large part of the supervision and general advisory work in connection with 
the irrigation districts is now vested in the Public Service Commission of the 
state of Montana. This tends to centralise irrigation work and centralise the 
various elements, the great variation of which in the past has entirely localized the 
attractiveness of irrigation paper. Essentially, the bonds remain special assessment 
bonds and nothing diort of a constitutional amendment will make it possible and 
practicable to issue general obligation bonds of either the state or the respective 
counties. 

However, irrigation bonds (and this is a great improvement over the laws that 
formerly existed) are now made a charge upon the lands in the irrigation district 
until the bonds are paid. This is about as near an approach to creating a district 
obligation as could possibly be improved in the face of the constitutional require- 
ments. 

Drainage districts: The drainage law was also amended in the present 
session of the legislature and a more formal and possibly, a more merchantable 
type of paper has been created than has existed heretofore. The bonds, of course, 
are of necessity, special assessment bonds and, unlike the revised irrigation bonds, 
are merely a charge against the fund derived from an assessment and do not, 
therefore, approach the general blanket obligation of the respective districts. 

The drainage assessments are made payable in not more than fifteen annual 
installments and the bonds are authorised to mature not more than one year from 
the time of the last installment. 

Tlie maximum rate of these bonds is 6% and they are to be sold at either private 
or public sale by the county commissioners. 

A rather interesting, and, certainly a unique feature, is also noted in connection 
with these bonds and that is the fact that they may be sold at any price not less 
than 00% of their face value. 

Special improvement districts: Considerable legislation has been enacted 
in Montana having to do with special improvement districts in towns and 
cities and, incidentally, bonds which are authorized to be issued in the making 
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of certain mptowtaitBts in the rapotliTe ditlricti. Tlie geocnl frnmewoik 
of tliie legjilation has been cmied into the co untr y by the recent irgwietnrc 
Impforement* sudi as sewers, lifting systems, waterworks pknts, sidewalks 
and other tpedal kapioytnaktM are authorised to be nuule in thidkly popuhited 
localities outside of i n corporated cities and towns on petition of 00% of the fee- 
headers affected thcrd>y. 

The improvement district is, in this case, created by the Board of County 
CommisBioners and eidusive jurisdiction over the district is vested in sudi Board. 
Otherwise the organisation of the district, the making of the inqirovement, 
qireadiiig of the assessment and the issuance of the w ar i auti or bonds are, natur- 
ally, similar to the provisions already existing for improvement districta wHkm 
towns and cities. 

Hie warrants or bonds are payable on or before not exceeding ten years from 
date and bear interest at a rate not fii'irwlii ig 0% per annum, and are, of course, 
payable from special assessments paid into the special inqirovement district fund 

Bonds are delivered to the contractor in payment for woric as the same pro- 
gresses and are, as suggested above, subject to caDiriienever there are funds avail- 
able to retire the same. 

General legislation: A rather drastic bit of legislation was put over by the 
present session of the legislature requiring a petition of 20% of the quaUfieA 
dedan who ate iaxpaifen in order that an election may be called in any school 
district, town, city or county for the issuance of bonds. Furthermore, the tax- 
payers must be those who paid taxes on p ro p er ty actually situated wUkm the 
respective school district, town, dty or county whose names appear on the assess- 
ment roll for the year next preceding such election. 

The Act further provides that in all bond dections hereafter hdd by any 
school district, town, city or county only qualified^ regieiered eiecbfn who are fov- 
paffere ujnn propertif in the reepeetiee eduxd diilriei, Unen, cs^ or eoutitif and whose 
namee appear on the aeteeement roll for the year next preceding eueh eleetion shall 
be entitled to vote. The Act, however, has been amended exenqiting counties 
from the above provision for the reason that otherwise it would conflict with the 
constitutional provision providing for ooun^ bond elections at which qualified 
elaeforff shall vote. 

A possible market for a small amount of Montana bonds has been afforded by 
the measure afore r e fe rred to, providing for the issuance of state educational 
bonds in the amount of $5,000^000, and levying of a tax for the payment of same. 
Chapter 8S of the Session Laws provides that the sinking fund which shall have 
been created by the levying and collection of a tax for the retiring of these bonds 
may be used with the exception of $8,000, for the purpose of, first, retiring the 
state educational bonds themselves, second, for the purpose of purchasing wananta 
against the general fund of the state, third, for the purpose of investing in any 
legally issued bonds of any city, ooun^, town or school district in the state, pro- 
viding fhtj can be purchased at a price not excwiding par and accrued interest. 

An apparent attenq>t was made to revise the system of notifying the State 
Land Board of all bond sales more than thirty days prior thereto, sending the 
Board a complete transcript of legal proceedingi of the respective issue, but the 
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old law was left unamended and unrepealed, thus leaving the new sdieme of send- 
ing a notice of sale a brief period before the sale date, practically inapplicable and 
ineffective. 

STATE OF COLORADO 
Ii^ormaHonfumiBhed by T. H, Reynolds, of E, H, RoUifu A Bona, Denoer, Colo. 

Tlie Cok»ado Session Laws are not yet available, and it has therefore been 
necessary to examine the House and Senate Bills passed by the 1921 legislature 
on file in the office of the Secretary of State. 

House Bill No. 124 is an act to provide for contracting a debt by a loan for 
the purpose of creating a fund for the construction and improvement of public 
highways in the state of Colorado, said indd>tedness to be evidenced by cot4>on 
interest bearing bonds. This act authorises the issuance of $5,000,000 in bonds 
by the state of Colorado for the purpose of constructing and improving public 
highways and provides that $2,000,000 of said bonds shall be dated June 1, 1021, 
and $3,000,000 dated June 1, 1022. The bonds to be due SO years after date but 
optional for redemption 10 years after date, to bear interest at the rate of five 
per cent per annum and to be sold at not less than par and accrued interest. 

House Bill No. 481 is an act authorizing counties, cities and towns to erect, 
equip, or purchase and equip, soldiers, sailors and nuuines memorial buildings, 
and to purchase or condemn necessary ground therefw, and to issue bonds there- 
for, and to levy a special tax for the purpose of liquidating said bonds and for the 
maintenance of such buildings. The act provides that the bonds authorised are 
to be known as "Liberty Memorial Bonds," to be issued and sold as provided by 
law, and that said bonds shall provide for portions of such bonds to become due 
at different definite periods, but not in less than five, nor more than fifty, years 
from date. 

House Bill No. 426 is an act authorizing any city or town having an outstanding 
bonded indebtedness amounting to one-fourth of its assessed valuation, or over, 
to provide for taxation to pay such indebtedness, and to authorize property- 
owners to discharge the lien of such bond tax at one time or installments. 

Senate Bill No. 229 is an act to amend Section 6703 of the Revised Statutes 
of Colorado, 1908, regarding the payment of bonds of consolidated school dis- 
tricts. 

Senate Bill No. 230 is an act entitled "To enable cities and towns to refund 
their bonded indebtedness," and is similar to the existing law which it repeals. 

Senate Bill No. 38, entitled "Relating to bonds of counties, cities and towns," 
repealed Sections 403 to 418 inclusive of the Revised Statutes of 1908. 

Senate Bill No. 33 repeals Sections 5789, 5792 to 5825, Revised Statutes 1908, 
the same being an old road district law and was recommended by the Committee 
on Statute Revision. 

Senate Bill No. 38 repeals Sections 403 to 418 inclusive. Revised Statutes, 
1908, being Chapter 16, regarding bonds of counties, cities and towns. 

Senate Bill No. 55 is an act to amend Section 5304 of the Revised Statutes of 
1908, being Section 8 of "An Act to provide for the creation of districts to be 
benefited by certain public improvements • • • ^'* but this act does not 
materially affect the issuance of bonds. 
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STATE OF NEW AiEXICO 

If^armatUmfumUhed hy T. H. ReifwMsqfE. E. RoOim A Sana, Detwer, Colo. 

The laws relating to municipal bonds paned by the 1921 Legislature are as 
follows: 

Chapter 80 of the Session Laws of New Medco for 1921» provides in part: 
Sec. 1. "Tliat for the purpose of constructing and completing an addi- 
tion to the present capitol buflding at Santa Fe, New Mexico, the Governor 
shall appoint three reputable citisens of New Mexico * * * » as a 
commission, to be known as the Capitol Addition Commission * * *." 
Sec. 5. "For the purpose of providing funds for the construction of 
such addition and for the payment of the appropriation made by the pre- 
ceding section, the said Commission is authoriied to issue debentures to 
the amount of $250,000, in such form as may be prescribed by the Attorney 
General of the state, and they shall be signed by the state Treasurer and 
attested by the signature of the Secretary under the seal of the Conunia- 
sion, and shall be numbered in the order of their issue. They shall be dated 
the first day of July, 1921, and shall be payable twenty-five years from their 
date, or at the option of the state by its Treasurer at any time after the 
end of ten years from their date, out of the fund specified in the next pre- 
ceding section hereof and shall be issued in denomination of five hundred 
dollars each, and shall bear interest at the rate of six per centum per an- 
num, payable semi-annually, both interest and principal payable at the 
office of the state Treasurer, and shall have coiq>ons attached thereto 
for the semi-annual interest, shall bear the engraved or lithographed fac- 
simile of the signature of the state Treasurer." 

Sec. 6. " * * * and such debentures shall be issued from time 
to time in portions thereof as the Commission may, in its discretion, deter- 
mine, and upon receiving the written request of said Commission, stating 
the amount of such debentures, which, in the judgment of the Commission, 
should be issued and sold at any time to provide funds for the purposes 
authorised by this Act, the state TVeasurer shall offer such debentures for 
sale after publication of notice of the time and place of sale in a newspaper 
published in the City of Sante Fe, New Mexico, and also in one financial 
newspaper published in the City of New York, once each week for four 
successive weeks ♦ ♦ ♦ ," 

HIGHWAYS: Chapter 829 of the Session Laws of New Mexico for 1921 
provides in part: 

Sec. 1. "In order to provide funds for the construction and improvement 
of public highways and to enable the state and counties to meet the pro- 
visions of the Federal Aid Road Act, * * * the boards of county 
oonmiissioners of the several counties of the state are each hereby author- 
ised and directed to make and cause to be collected, a special tax levy of 
two mills on each dollar of the valuation of aU property in their respective 
counties subject to taxation for state and county purposes, which levy 
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ihall be made at the regular June meeting of each board of county oom- 
mianonerB in each of the years 1921, 1922 and 1928, and the taxes provided 
by such levies shall be collected at the times and in the manner provided 
for the collection of other county taxes, and shall be paid into the state 
treasury without deduction of any percentage thereof and credited to 
the state road fund. 

In order to provide funds as needed to carry out the provisions of this 
Act, the State Highway Commission is hereby authorized to anticipate 
the proceeds of such tax levies by the issuance and sale of certificates or 
debentures, payable within two years after date thereof, with interest at 
a rate not exceeding six per centum per annum, to be fixed by the State 
Highway Conmiission, which certificates shall not be issued in excess of 
the estimated amount of the proceeds of said two miD levies for the year 
or years for which such certificates are issued, based upon the percentage 
of collection of taxes for the preceding year. 

Such certificates or debentures shall be signed by the president of the 
State Hi^way Commission, attested by its Secretary under the seal of 
the Commission, and shall be countersigned by the state TVeasurer. 
• • • The said certificates or debentures shall be sold by the state 
TVeasurer at such times, in such amounts and in such denominations, as 
the State Hi^^way Commission shall direct, at not less than par and ac- 
crued interest, to the highest bidder for cash, after advertising the time 
and place of sale in some newspaper published in the dty of New York, 
state of New York, and one newspaper published in the state of New 
Mexico, for four successive weeks next prior to the day of sale. The said 
TVeasurer may reject any and all bids and may readvertise." 

Chapter 157, Session Laws of New Mexico for the year 1921, provides that a 
certain hif^way commencing at a point on the state hi^way between Santa Fe 
and Albuquerque, New Mexico, and more particularly described in said chapter, 
shall be declared and designated to be a state highway, and that the Board of 
County Commissioners of the County of Santa Fe shall at their first meeting 
after this act takes effect, levy a tax of one and one-half mills on the dollar of 
assessed valuation for each of the years of 1921 and 1922, and further provides 
that the State Highway Commission is authorized to anticipate the proceeds of 
such tax levies by the issuance and sale of debentures in such amounts, payable 
at such time, and with interest at such rate, not exceeding six per cent per annum, 
as the State Highway Conmiission shall determine, which debentures shall not 
be issued in excess of the estimated amount of the proceeds of such tax levies 
based upon percentage of collections for the preceding year. This chapter 
further provides that such debentures shall not be sold at less than par and accrued 
interest, to the highest bidder, for cash, after advertising the same and the time 
and place of sale in a newspaper published in the city of New York, state of 
New York, and a newspaper published in the city of Santa Fe, New Mexico, for 
four successive weeks next prior to the date of sale. 

Chapter 187, Session Laws of New Mexico for the year 1921, is an act author- 
ising the issue and sale of state highway bonds in the sum of $2,000,000 to provide 



180 TENTH ANNUAL CONVENTION 

fandi for the ooortnictaoii and improvement of state hi^ways and to enable 
the state to meet and secure aOotments of Federal f mids to akl in eoostmction 
and improvements of roads. The Act provides that the state TVeasnrer shall prepare 
negotiable bonds of the State of New Mezioo, to be known as "State SGghway 
Bonds*" in the denomination of $1,000 each, or math similar dencmiinations as 
the Government may determine, to be numbered consec uti vdy and to be dated 
January 1, 1022. Said bonds shall bear interest at sudi rate as the Governor shall 
determine^ not eiceeding six per cent per annum, payable semi-annually. The 
Act further provides that the bonds shall be payable thirty years after date, and 
that it shall be provided in said bonds that they may be redeemed at the option 
of the State at any time after ten years from their date. It is provided that the 
bonds shall be sold by the state Treasurer at such times and in math amounts as 
the Governor may direct, to the highest bidder, for cash, at not less than par and 
accrued interest to date of sale, and that the state Treasurer shall publish a notice 
of the time and place of sale in a newsp^ier published in the city of Santa Fe and 
also in one newspaper published in each of the cities of New York and Chicago, 
once each week for four successive wedcs next prior to the date fixed for said 
sale, the first publication thereof to be at least thirty days prior to the date of 
sale. 

Chapter 171, Session Laws of New Menoo for the year 1021, is an act declar- 
ing the road between Pankey's Gate on the Santa Fe Tnal to Lamy. Galisteo 
and thence to the Torrance county line, a state hi^way, and provides that the 
Board of County Conmiissioners of the county of Santa Fe shall at their first 
meeting after this act takes effect, levy a tax of one and one-half mills on the 
dollar of assessed valuation of all property in said county subject to taxation 
for each of the years 1021 and 1022. The act also provides that the Sute Hi^^way 
Commission is hereby authoriaed to anticipate the proceeds of such tax levies 
by the issuance and sale of debentures in such amounts, payable at such times 
and with interest at such rate, not exceeding six per cent per annum, as the State 
Highway Commission shall determine. The Act further provides that said de- 
bentures shall be sold by the state Treasurer in such amounts as the State High- 
way Commission shall request, at not less than par and accrued interest, after 
advertising the time and place of sale in a newspi^ier published in the dty of 
New York, state of New York, and in a newspaper published in the city of Santa 
Fe, state of New Mexico, for four successive weeks next prior to the date of sale. 

There was a resolution adopted by the 1021 Legislature of New Mexico, pro- 
• viding for the submission to the electors of the state at an dection to be held, 
amending Article of the Constitution of the state of New Mexico, by adding 
thereto an additional section, to be numbered Section 10. lliis amendment pro- 
vides in part that the laws enacted by the Fifth Legislature authorizing the issu- 
ance and sale of state hi|^way bonds, in order to enable the state to meet and 
secure aUotments of Federal funds, and laws enacted authorizing the issue and 
sale of state highway debentures and to anticipate the collection of revenues, 
shall take effect without submitting them to the electors of the state, and not- 
withstanding that the total indebtedness of the state may thereby temporarily 
exceed one per cent of the assessed valuation of all property subject to taxation 
in the state, and provides further that the total amount of such state hi^way 
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bonds, payable from proceeds of taxes levied on property outstanding at any one 
time, shall not exceed $2,000,000. 

Chapter 48 of the Session Laws of New Mexico for the year 1921 b an Act 
creating a County of Harding, and providing for the issuance, sale, transfer and 
assignment of establishment bonds in aid thereof. This Act provides in part that 
for the purpose of enabling the County of Harding to pay to the counties of 
Mora and Union, the amounts found by the loan commissioners of the state 
of New Mexico to be due the said counties respectively, the County of Harding 
is hereby authorized, directed and commanded immediately after its organisa- 
tion, to issue its bonds in the total amount certified by the Board of Loan Com- 
missioners to be due by said county to the counties of Mora and Union. Said 
bonds to bear interest at the rate of six per cent per annum, payable absolutely 
twenty yean after their date and at the option of said county, ten years from 
their date, and that they shall be in the amounts of $100 each or any multiple 
thereof. The Act further provides that such bonds shall be sold at private or 
public sale, for cash, and shall not be sold for less than par with accrued interest. 
Said Act further provides that the County of Harding, for the purpose of meeting 
expenses contracted and payable for the years 1920 and 1921, and not otherwise, 
may, after tax levies are duly made thereof, anticipate the collection of such tax 
levies by issuing not to exceed $80,000 of certificates of indebtedness. Said Act 
further provides that said County of Harding may issue bonds for court-house 
and jail purposes to an amount not exceeding $25,000, which bonds shall be issued 
in the manner as provided by the constitution and laws of the state of New 
Mexico, payable absolutely thirty years from that date and at the option of the 
county, twenty years from their date. Said Act further provides that the Board 
of Education of the village of Roy, after levying a certain tax, may anticipate 
the proceeds of the collection of such tax by the issuance and sale at such time 
and in such amounts and denominations, as, in the judgment of said Board of 
Education, may be necessary, of certificates of indebtedness, to be called deben- 
tures of Municipal School District No. 81, Harding County, which shall be payable 
at such times and places, and bear interest at such rate, not to exceed six per 
cent per annum, as such Board of Education may determine. 

Chapter of the Session Laws of 1021 b an Act to provide for reimbursing the 
counties of Santa Fe, Grant, Luna and Hidalgo, for moneys paid by said counties 
respectively,' or from proceeds of taxes derived from property now included within 
said counties as interest on the bonds issued by Santa Fe County and bonds issued 
by Grant County which were validated, approved and confirmed by the Act of 
Congress, January 16, 1807, and to reimburse the town of Silver City for moneys 
paid by said town as principal and interest on the bonds issued by said town» 
which were likewise validated, approved and confirmed by said Act of Congress^ 
by the issue of Series "C" bonds of the state of New Mexico. 

Chapter 124 of the Session Laws of 1921 of the state of New Mexico, contains 
an act to provide for registration of bonds or debentures issued by the state of 
New Mexico, or by the State Hi^^way Conmiission, or by any county, school 
district or municipality of this state. The act provides in part that: 

"Whenever the owner of any bond or debenture heretofore or hereafter 

issued by the state of New Mexico, the State Hif^way Commission or 
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any county, school diftricU or mnniripality of this state, shall ptcsent 
sodi bond or ddwntme to the TVeasnrer, by iHiom the same is payable, 
with the request that said bond or debenture be registered in the name of 
the owner, either as to principal only, or as to both principal and interest, 
said TVeasurer shall register the same by fmtjfring the number of said bond 
or ddienture, the name of the owner and the date of registration in a bond 
r e gistry, to be kept for that puipoae, and shall stamp or endorse, either 
iqion the Uct or back of said bond or ddienture, a statement that the same 
is registered in the name of the owner as to piincqial only, or as to both 
principal and interest, in which latter case, any interest coupons thereof 
shaU be detached and cancelled. * * ^' 

Chapter 186 of the Session Laws of New Mezioo for the year 1921, contains 
an act to amend Sections S716. 8717 and 87£1 of Article of Chapter LXXV of 
the New Mezioo Statutes, codification of 1015, relative to waterworks and sewer 
bonds. Which act is as follows: 

Sec. 1. "Ihat Section 8716 of Article IX, of Chapter LXXV of the 
New Mexico Statutes, Codification of 1015, be amended so as to read as 
follows: 

*That any incorporated city, town or village is hereby authorised and 
empowered, subject to the limitations, and in accordance with the pro- 
visions of Article IX of the Constitution, to issue negotiable bonds for 
the puipose of securing funds for the construction, purchase, enlargement, 
improvement or extennon of a system of supplying water, or a sewer sys- 
tem, or to provide proper means for protection from fire.' 

Sec. £. "Ihat Section S717 of Article IX of Chi^ter LXXV of the New 
Mexico Statutes, Codification of 1015, be amended so as to read as follows: 

"That before any bonds shall be issued, the city council or board of 
town or village trustees, as the case may be, shall cause the question of 
issuing such bonds to be submitted to a vote of sudi qualified doctors 
thereof as have paid a property tax thernn during the preceding year, 
wherein shall be stated the puipose for which said bonds are to be issued, 
and the amount thereof, and if for more than one of said purposes, a sq;>a- 
rate question shall be submitted for each puipose voted upon at the same 
election and on the same ballot; said election to be held at the same time 
as the regular election for coundlmen, aldermen, or other officers of such 
city, town or village, by ballots deposited in a separate ballot box; provided, 
however, that should the Constitution of this state be amended so as to 
permit such bond elections to be hdd at other times than at a legubr 
election of municipal officers, then said election for bonds may be held at 
such times as may be fixed by the governing body of such municipality. 
Said city council or board of town or village trustees shall cause to be 
published at least once a week for four consecutive wedcs immediately prior 
to said dection, in a newspaper of general drcnlation therein, or if no such 
newspaper is published therein, shall cause to be posted, not less than 
twenty-five, nor more than thirtyt days before said election, in not less 
than eight public places within such dty, town, or village, a notice of the 
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time and plaoe or plaSes of holding such election, and the purpose or pur^ 
poses for which said bonds are to be issued. No registration shall be re- 
quired for such elections. 

The ballots cast at such election on said question or questions shall 
have printed or written thereon, the words "For waterworks (or sewer, 
or fire protection) bond issue," or words of like import, or "Against water- 
works (ot sewer, or fixe protection) bond issue,*' or words of like import, 
as the case may be; and such ballots shall be of uniform sise and color.' 

Sec. 8. "That Section 8721 of Article IX, of Chapter LXXV of the New 
Mexico Statutes, Codification of 1015, be amended so as to read as follows: 

'Such bonds or the proceeds thereof, shall be used only for the purpose 
of constructing, acquiring, enlarging, improving or extending a system 
of waterworks or sewer system, or of purchasing apparatus for fire protec* 
tion or providing, enlarging or improving a system of fire protection for 
such city, town, or village, the acquisition of water or water rights, neces- 
sary real estate or ri^^ts of way, privileges and easements and necessary 
appurtenances for such system; and the proceeds of the sale thereof shall be 
paid out only upon the order of the city council or board of town or village 
trustees, and upon a warrant signed by the mayor or chairman, and counter- 
signed by the clerk and drawn upon the treasurer. Hie treasurer of such 
city, town or village shall give an additional bond or undertaking to the 
city, town or village in an amount determined by the city council or board 
of town or village trustees to be adequate, conditioned for the safe keeping 
of such funds and the proper management and disposition thereof, which 
bond shall be approved by the city council or board of town or village 
trustees of such dty, town or village.' " 

Chapter 40 of the Session Laws of 1921 of New Mexico contains an act to 
amend Section 4905 with reference to boundaries of School Districts, and provides 
in part that: 

"No bonds of any district shall be issued or any special tax levied until 
the boundaries of said districts shall have been established and the prop- 
erty marked by monuments or natural objects as provided by law. * * *'* 

Chapter 800 of the Session Laws of New Mexico tot the year 1921 contains an 
act making appropriations for the expenses of the executive, legislative and judicial 
dqiartments, interest and sinking funds, payment of public debt, public schools 
and other expenses required by existing laws, during the tenth and eleventh fiscal 
years, and deficiencies and additional appropriations for the ninth fiscal year, 
and providing for the issuance of certificates of indebtedness. 

Hie act further provides that in the event of a deficiency in revenues provided 
for in this act in the tenth fiscal year, there shall be issued certificates of indebted- 
ness of the state of New Mexico, the form of which certificates shall be prescribed 
by the Attorney General of the state, and provides that such certificates shall 
be dated the first day of September, 1928, shall be payable within five years from 
their date and issued in denominations of $500 each and shall be issued in an amount 
not to exceed $100,000. 
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STATE OF ARIZONA 
IitformatumfumiMked 6y T. H. ReynoUM of E. H. RoUinM A Sons, Denver, Colo. 

The only two mimidpal bond laws of importance were the Tax Anticipation 
Law and the new Irrigation Law. "^ 

Hie Tax AnticqMtion Law authoriies the state to iastie Tax Anticipation 
Bonds for a period of one year, at a rate of interest not to exceed 8%. Hie law 
authorises the bonds to be sold by the State Loan Conunission* consisting of the 
state Governor, the state AndiUv and the state Treasurer. The Commission 
fixes the terms of the bonds and all conditions of the sale. Bonds are to be issued 
in anticipation of taxes levied for the kst half of the year 1980 and the first half 
of the year 1921 and cannot be issued in an amount in excess of 90% of the un- 
collected taxes. 

The Iirigatiott Law is so daborate and voluminous that we merely call attention 
to it without attempting to discuss its provisions. 

STATE OF UTAH 
Injormatumjwrnuhei 6y the Chairman of the Munieipal Seeuriiiei Committse. 

Chapter 9 provides for the creation and maintenance by cities and towns of 
a guarantee fund tor the protection of bonds or warrants issued for local improve- 
ments. In effect, this act makes all local improvement bonds, general obligations 
of the city or town within which the improvement is located. 

Chapter 19 amends Section 794 of the Laws of 1917 relating to bonds of cities 
and towns. Tlie law authorises the payment of the bonds by unlimited taxes. 
The maximum maturity of bonds issued for waterworks and sewer pmposes is 
forty years, and of all other bonds twenty years. Tliey may be either serial or 
term bonds. No sale is permitted at less than par. 

Chapter 47 amends certain sections of Chapter 41 of the Laws of 1919 relating 
to the organization and government of drainage districts and the issue of bonds 
thereby. 

Chapter 64 provides for the issue of not exceeding $1,000,000 state road 
bonds. The maximum rate is 5^^%; the maximum maturity twenty years. The 
bonds cannot be sold at less than par. Interest on these bonds is payable out of 
the motor vehicle license fund, but any deficit is made payable out of the general 
revenues of the state. $62,500 is appropriated for the payment of principal each 
year for fifteen years, beginning in the year 1925. 

Chapter 78 amends certain sections of Chapter 68 of the Session Laws of 1919 
rdating to the organization of water conservation districts and authorizes the 
sale of bonds by such districts. 

Chapter 76 provides for issuing and disposing of state bonds in the sum of 
$250,000 for Soldiers' settlements. Bonds are to mature not later than forty 
years. The maximum rate is 5^% ^'^ there is a provision that they cannot be sold 
for less than par. 

Chapter 77 provides for the issue and sale of state bonds to the amount of 
$500,000 in payment of the state general fund deficit. The maximum rate is 5H%* 
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The bonds most mature within twenty years and cannot be sold for less than par. 
Beginning in 1985, $81,250 is appropriated each year for sixteen years out of the 
general revenue fund, to provide for the payment of the bonds. 

STATE OP WASHINGTON 

InfcrmaAonJurnithei 6y Andrew Price qf John E. Price A Co,, Seattle, Wash, 

The only Uw passed at the last session of the legislature relating to the issue of 
municipal bonds was an act removing the limitations on taxation for port districts. 
Tlie old law provided that the annual tax could not exceed i% of the assessed 
valuation, irrespective of the bonded indebtedness. The new law removes this 
limitation and port districts in the state of Washington now have the power 
of unlimited ad valorem taxation for any debt legally incurred. Tliere were also 
a few amendments passed relating to the method of spreading assessments in 
drainage and other special assessment districts, but this was purdy of a local nature. 

STATE OF OREGON 
Ir^ormaHon furnished 6y Willie K. Clark oftheLadd A TUton Bank,Portland, Ore. 

The principal laws passed by the 1921 Legislature, in which dealers in munici- 
pal bonds might be interested, are as follows: 

''An Act to amend Sections 6889, 6846 and 6847, Title XXXIX. Chapter 11, 
Oregon Laws, for the regulation of dealers engaged in the sale of stocks and bonds. 
This puts all dealers in securities, except banks and trust companies, under the 
supervision of the State Corporation Commission. Dealers are required to furnish 
monthly sworn statements showing their financial condition, and dealers issuing 
interim certificates are required to keep a 100% reserve either in cash or in accept- 
able securities, against them. Dealers must obtain a license before they can do 
business, which the Corporation Commissioner may revoke for violations of the 
provisions of the act. 

An Act to amend Section 2758 of Oregon Laws, authorising the registration 
of bonds in denominations of $500 and $1,000. 

An Act providing for the organization of improvement districts of logged-off 
and bumed-off lands, giving such districts authority to issue bonds for improve- 
ment of these lands under certain prescribed conditions. 

An Act to amend Section 5028 and 5625, Oregon Laws, relating to issuance 
and sale of rural credit bonds, and giving the State a preferential right to purchase. 

An Act creating a State Bond Commission which shall have supervision of all 
purchases of bonds for the various state funds. The act further provides that this 
Commission may not purchase bonds of municipalities with population of less 
than 5,000. 

An Act to amend Section 6220, Oregon Laws, by specifying additional securities 
in which savings deposits of banks having a capital of $5,000, or over, may be 
invested. The additional securities include Canadian Provincial bonds, bonds 
of Great Britain, first mortgage bonds of corporations in the United States under 
certain restrictions. 

An Act to exempt Oregon road bonds from taxation as property providing 
this exemption should not apply to income received from any investment in such 
bonds. 
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An Act to amend Section 716S, Oregim Laws, to provide for the snlNniasion 
to the votcn of a port district, the question of boirowing money and the israanoe 
and selling of bonds. To pn^iibit contracts involving the cipenditure of funds 
raised by loaning the credit of the port district until the raising of such funds may 
be authorised by the voters of the port, except in cases of emergency, to an amount 
not exceeding $25,000, in a period of twelve mcmths, and to prohibit the use of such 
funds for any other purpose than authorised. 

If State of Oregon soldiers' bonus bonds. The sale of these bonds has recently 
been postponed indefinitely on account of a suit that has been filed to test the 
constitutionality of the act authorising the bonds. 

STATE OF CALIFORNIA 

Informatum fumighed hfftLH, MmtlUm cftLH, MauiUm A Company, 

Loi Angeles, Califaniia, 

Only one bill was passed by the Legislature of this state, of real importance 
affecting municipal bonds. This was Assembly Bill No. 714 (being the same as 
Senate Bill No. 534). This biU provides for the sale of county, city and school 
district bonds on a 0% basis when the same had been authorised at a lower rate 
of interest. In other words, all direct munic^al obligations, authorised at a lower 
rate, the sale of which had theretofore been prohibited at less than par, can be sold 
at a discount not to exceed a 0% net return. Tlie wording of the law was unsatis- 
factory and an effort was made to have it amended so that it would cover future 
issues as well as those authorised and unsold at the time of its adoption, but the 
effort failed. This law is now htmg contested in a case arising in the city of Los 
Angeles. 

Several other laws were passed, primarily validating acts; also one Uw pro- 
viding for the formation of junior college districts and the issuance of bonds by 
these districts. 

The Committee's services in working out defaults, both temporary and other- 
wise, have been in more constant denumd, and it is surprisini^y gratifying to find 
how often we are able to be of real assistance in these matters after the efforts of 
the interested member have been futile. Tliere seems to be, throu^iout the entire 
country, a most wholesome respect for the Investment Bankers Association of 
America, and in many cases where the officials of the issuing community have 
shown a disposition to ignore requests for payments, we have been able, by 
enlisting the aid of local bankers, commercial dubs, merchants or others who 
have pride in the credit of their community, to enforce prompt payment. This 
is one of the most valuable services that the Municipal Securities Committee 
can render and we hope all members of the Assodaticm will avail themselves 
of it whenever the occasion requires. 

Hie use of the facilities of the U. S. Mortgage & Trust Company, as d^xmtory 
for legal papers and opinions, is increasing, but not as rapidly as it should. It is 
a service which is indeed valuable and should have the full support of the Associa- 
tion's members. 

Thomas N. Dtbart, Chairman, 
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Mr. Dysart: We will now proceed with the discussion of the 
following questions: 

1. (a) Should a circular show the total amount of bonds 

authorized when only a portion of the issue has been 
purchased and is being offered? 
(b) If so, should the financial statement include all bonds 
authorized, or only those actually sold by the issuing 
community? 

2. (a) When bonds are purchased for delivery in installments 

and are offered only as delivered, what should the 
circular show? 
(b) What should the financial statement show? 

S. Should the circular show the bonded debt of co-extensive 
or overlapping political subdivisions? 

The discussion will be led by Mr. Wakefield of Minneapolis. 
These are questions which constantly come up. There was hardly 
a month during last year that I did not receive a communication 
from some member of the Association with respect to the set up 
of the municipal bond circular. I hope you will participate in this 
discussion. May I introduce Mr. Wakefield? 

Mr. Wakefield (Wells, Dickey Co., Minneapolis) : When I re- 
ceived a letter from Mr. Dysart, asking me to undertake to lead 
in the discussion of the municipal circular question it occurred to 
me that all those who are dealers in municipal bonds, and most 
bond houses to some extent are dealers in such securities, that 
it would not be difficult to defend the present method of compil- 
ing and putting out the municipal bond circular. I think in open- 
ing up the discussion it is best to bring to you a statement from a 
purchaser of mimicipal securities as to what he thought of the 
circular which we now present to him, and his suggestion in refer- 
ence to the circular. In order to do it I directed a questionnaire 
to a number of the most important piux^hasers, largely the insti- 
tutional purchasers of municipal bonds. The replies were almost 
in every respect fully agreed on this question, and among them 
was a letter from one of the largest institutional buyers, which 
laid this matter out in such complete form and in such detail 
and presents the matter in such a way that it can be easily dis* 
cussed, and I will take the liberty of reading this letter at this 
time. 
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"I am glad to respond to your request for my opinion as to what a municipal 
bond circular should show, believing, as I do» that circulars should contain all 
essential facts pertaining to the securities they purport to describe, which, I am 
sorry to state, they frequently fail to do. For example, why should circulars 
always set forth in bold type the purpose of issue when it is for water, sewers, 
schools, court houses or parks, to name a few of what are considered desirable 
purposes, and omit this display when bonds are issued for hi^way improvement, 
purchase or construction of a street railway, or payment of a bonus to soldiers. 
Again, why should a circular contain the statement, 'the total debt is limited to 
seven percent of the assessed valuation' and omit the remaining and equally 
essential part of the law which recites 'exclusive of bonds issued for the purpose of 
acquiring, providing or constructing school houses, water works and sewers.' In 
other words, should bond houses state in their circulars 'the truth, the whole truth 
and nothing but the truth,' or only such part of the whole truth as may, in their 
judgment, aid the sale of their bonds? This by way of introduction. 

"You state that the question you are to discuss at the I. B. A. of A. Convention 
at New Orleans, is to be divided into three parts, of which Part I, is: 

(a) Should a circular show the total amount of bonds authorised 
when only a portion of the issue has been purchased and is being offered? 

(b) If so, should the financial statement include all bonds authorised or 
only those actually sold by the issuing community? 

"Answering the first half of part one of the question, I hold most decidedly 
that circulars should show the total amount of bonds authorized, notwithstanding 
the fact that only a portion of the issue has been purchased and is being offered for 
sale. As an illustration of prevailing practice — A syndicate purchased $15,000,000 
bonds with the knowledge that the amount was part of a total authorized ivue of 
$50,000,000. No statement to this effect appeared in the respective circulars of 
the bond houses offering the bonds for sale, and yet one of the syndicate members 

advertised in a prominent magazine: 'Step into any Company office. The 

latest offerings of well chosen bonds wiU be put before you, together with the 
information and facts upon which the company purchased each issue.' This is 
strictly true. Provided the investor aska if $15,000,000 is the total amount of 
bonds authorized for this particular purpose, he will be told that the authorized 
amount is $50,000,000, but that no further amounts of bonds will be sold probably 
within the ensuing two years. But the chances are that the question will not be 
asked and the impression will be left in the investor's mind that $15,000,000 is the 
total authorized sum to be expended for road construction. 

"Another instance — ^The Minnesota Laws of 1019, Chapter 265, authorized 
St. Louis County to issue $7,500,000 bonds for road purposes, to be sold at intervals 
in various amounts. The initial sale was $500,000. No mention in the bond house 
circular was made of the fact that said bonds comprise a part of a $7,500,000 
authorized loan; and only $500,000 was included in the total debt, which was 
correct. I contend that the total amount of all bonds authorized and about to be 
brought to market should be indicated in a footnote, or otherwise, in the dealers' 
circular describing the issue offered for sale. If it be held that to give this informa- 
tion might affect the sale of the installment offered, then I contend not to give the 
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infonnation would be» in effect, deoeiyixig tlie investor* who should be given, in 
the circular, the same essential infonnation upon which to predicate his purchase, as 
that upon which the bond house or syndicate acted. Failure to give this essential 
information should not be countenanced by the I. B. A. of A. whether subsequent 
amounts of bonds are to come upon the market in the immediate or remote future 
are questions which the investor can ask if he is interested. The point is that he 
should be informed of the total amount of bonds authorized and that further issues 
of bonds are impending. 

"My answer to the second half of part one of the question is that the financial 

statement should show only the bonds actually sold by the issuing community. 

Provided the circular states, as it should, the total amount of all bonds authorized, 

the investor is in possession of all essential facts upon which to base his decision. 

"I think part one of the question should have contained a third section, namely: 

"(c) Should a circular show other authorized bond issues of considerable 
magnitude, by the same community, that are liable to come upon the market in 
the near future? 

"My answer would be "Yes* for the reason given in answer to the second half 
of part one of the question, namely: 'provided the circular states, as it should, the 
total amount of all bonds, authorized, the investor is in possession of all essential 
facts upon which to base his decision.' Lest this attitude may be deemed extreme, 
I cite the recent issues of Michigan Highway and Soldiers' Bonus bonds as 
follows: 

"About May 26, 1921, a bond house syndicate offered for sale $8,000,000 High- 
way B}4b, at the same time that the State was inviting sealed bids up to June 15, 
1921, for $80,000,000 Soldiers' Bonus bonds. No mention was made in the circular 
advertising the Highway bonds of the amount of forthcoming Bonus bonds. July 
18, 1921, bond house circulars describing the first installment of $15,000,000 
Soldiers Bonus bonds made no mention of the balance of the bonds unsold, nor 
did they include the remaining bonds in the total debt, although the syndicate had 
an option on the remaining $15,000,000, which option was soon after exercised, 
and automatically increased the debt $15,000,000. At the time the first installment 
of the Soldiers' Bonus bonds was brought out, the State was inviting bids to July 
15, 1921, for $5,000,000 Highway Bonds and Notes. In my opinion, a prospective 
investor should have had this essential information before him in the circular in 
considering a purchase of the bonds therein described. 

'Part two of your question is: 

'(a) When bonds are purchased for delivery in installments and are offered 
only as delivered, what should the circular show? 

'(b) What should the financial statement show? 

'My answer is that the circular should show in the financial statement the 
total amount of bonds contracted for regardless of dates of delivery, provided all 
bonds would presumably be delivered and paid for under the contract prior to a 
change in the aeeeeeed valwxHon. Otherwise only such amount of bonds as would 
be actually delivered under the existing valuation should appear in the debt state- 
ment, a footnote calling attention to the remaining bonds to be delivered, which 
should be included in the debt statement under the new valuation. Part three of 
your question b: 
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'^Should the areolar thaw the bonded debt of oo-extenaTe or oTeriippiiig 
political subdivisioiia? 

"This questioii should have been decided many yean ago in the affiimative 
by the logic of the situation with leqpect to debt statements of sdiool districts and 
of cities wholly contained within such districts. Essentially the same taxpayers 
are assessed upon the same p ro p er ty for the payment of both dd>ts which should be 
stated in every circular purporting to show the debt burden that the citisens bear. 
If this were not true, all financial statements mi^t properly be eliminated from all 
descriptive bond circulars, the good faith and credit of the issuing community and 
the ability to pay being taken for granted. 

"An excellent illustration of the pmpet presentation of the finanrial status of 
a community is the following statement from the circular of the Cleric of the Board 
of Education of the City of Martins Ferry, inviting bids for an issue of Sdiool 
bonds: 

"'The Martins Feny City Sdiool District comprises the City of 

Martins Ferry and a small portion of the adjacent territory located in 

Belmont County, Ohio. 
Total Bonded Debt of School District 

(Induding this issue) (no floating dd>t) $870,000 

City of Martins Feny. total bonds issued $SS2,251 

Less Sinking Fund Ig7,ggl 

Total outstanding bonds (consisting of Water 

bonds) $184,000, all other $71,000 $205,000 

TOTAL BONDED INDEBTEDNESS OF CITY AND 

SCHOOL DISTRICT $475,000 

Neither has ever defaulted on any bonds. 

Actual Value of Property, estimated $16,000,000 

Assessed Valuation of Real Estate. 1016.$6,(»1,S00 
Assessed Valuation of Personal, 4,800.080 

Total assessed Valuation year 1016 $10,882,290 

Tax rate for 1016, $15.80 on the $1,000.' 

"This advertisement afforded no possibility for oversight on the part of the 
bond house securing the award, yet only the debt of the School District appeared 
in the dealer's descriptive circular. With the exception of an excellent circular 
published by a prominent New York bond house in 1018, 1 have yet to see a bond 
house offering of Board of Education bonds that contains the debt statement of 
the city, or an offering of City bonds that contains the debt statement of a Board 
of Education operating within the city as a separate political entity; yet it is obvious 
that if the debt burden of the citisens is to be shown, both debts should be given. 
It may be contended that if, in offering School Dbtrict bonds the debt statement of 
the City, co-extensive with, or within the boundaries of the School District, should 
be given, then the city's pro rata proportion of the debt of the county in which 
both are located should be included as well. This, however, would not be neces- 
sary, unless the county, city and school district boundaries were virtually 
co-extensive, in which case all the debt statements should be shown. In my judg- 
ment, howevCT, the per capita debt of the county should be shown, and, also the 
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per capita debt of the state. The proper circular presentation of a city or school 
district financial statement, on this contention, would be about as foUows: 

"Real Value of Taxable Property, officially estimated $125,000,000 

Assessed Valuation for Taxation— 80% of Real Value 100,000,000 

Total Bonded Debt, including this issue $7,500,000 
Less Water Debt, included above 8,000,000 

Net Debt— 4H% $4,500,000 

Board of Education, additional, 2.5% . . . 2,500,000 

Total net debt, 7% of assessed valuation, or $70 per capita . $7,000,000 

Population 1020 census, 100,000 

All bonds are payable in annual installments. There is no floating 
debt. The County debt per capita b $80. The State debt per capita is $10. 

"Such a statement would clearly show the per capita debt burden of the 
population of that particular city, namely, $110, exclusive of the Federal per capita 
debt of $200, of which every investor would be, presumably, aware. The necessity 
for these per capita debt statistics is more apparent now that states and counties, 
that have heretofore been comparatively free from debt, are incurring such heavy 
indebtedness for highway construction and Soldiers' bonuses. You will no doubt 
have observed that in practically all offerings of foreign loans in this country the 
per ci^ita debt is featured. The practice might well be adopted in offering domestic 
foans. 

"Every municipal bond issue presented to the Finance Committee of the 
Insurance Company is accompanied by data substantially as given above; this has 
been the practice during the past ten years. For the form of presentation, see 
accompanying offerings of Seattle School District No. 1 bonds and of City of 
Chicago bonds, which answer the question as to other overlapping political sub- 
divisions. 

"A number of the states have enacted laws restricting the municipal invest- 
ments of the savings banks to communities whose net debt does not exceed a fixed 
percentage of the assessed valuation. As the basis of assessment is not uniform in 
the various states, debt per capita is a check upon percentage of debt for compara- 
tive purposes. Whether per capita debt, as suggested above, should appear in bond 
circulars describing local offerings, is an interesting point that should be deter- 
mined by members at the Convention. The fact remains that possibly the largest 
investor in municipal bonds in the United States requires this information, as the 
best practical index of a community's debt burden, in all municipal investments 
submitted by the writer to the Finance Conunittee. 

"A circular describing a bond issue by a county, a port, a city or a school 
district will usually emphasize the low percentage of debt to assessed valuation 
of the particular political division whose bonds are being offered for sale, although 
the percentage of the combined debts of the co-extensive or overlapping subdivisions, 
of which no mention is made, may be excessive. Again, the percentage of debt of 
the particular division may be small because of an inflated valuation for purposes 
of taxation. A statement of the per capita debt would be a check against this. 
Attention is never called in bond circulars to a large percentage of debt for reasons 
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that are obvious. In oommon honesty then, attention should not be called to a 
small percentage of debt when that percentage is fictitious. 

"Another practice to which I would call attention is the inclusion in municipal 
bond circulars of 'estimated* populations, that are frequently ridiculous, as indicat- 
ing growth unwarranted by fact. The use of the term official estimate' does not 
palliate the offense, as municipal officials are proverbially the worst offenders in 
the wildness of their estimates. A reprehensible practice is the use of a census a 
decade old when the recent enumeration, which is omitted, shows a substantial 
decrease in population. Such practice should subject the offender to severe censure 
by the I. B. A. of A. as only one interpretation can be placed upon it. 

"There b a very serious situation in municipal laxity that should engage the 
careful consideration of the I. B. A. of A. and that is the cavalier manner in which 
sinking fund obligations are created. Many municipalities authorise by ordinance 
or resolution, or are required by legislative enactment, to establish an annual 
sinking fund for the payment of interest and principal of bond issues at maturity. 
So far as sinking funds for the payment of principal are concerned they are ignored 
from the very beginning. A bond house that professes to protect the interests of 
its clients should assure itself periodically that such obligations are being rigidly 
observed. If they are being intentionally neglected, or ignored, pressure should 
be brought to bear upon the offender by the I. B. A. of A., and further credit with- 
held until the default has been made good. A default in a sinking f^d obligation 
is no less an offense than a default in interest and should be treated as such. The 
State of New Jersey has enacted admirable laws, for the upkeep of municq>al 
sinking funds for term bonds, that the I. B. A. of A. might well strive to have 
enacted by other states that are deficient in this respect. 

"The foregoing are some of the important matters that occur to me. Should 
there be others upon which you would like my opinion, I shall be glad to respond 
upon request". 

Mr. Dyaart: Gentlemen, we are withholding the name of the 
writer of this letter. It is a very interesting letter, and particularly 
so because it is written by the manager of the bond purchasing 
department of one of the largest financial institutions in this 
country and perhaps the largest buyer of municipal bonds. It 
represents the critical buyer's idea of what we ought to tell him 
when we get up a circular offering our bonds. We all know how 
difficult it would be in the average bond issue to furnish all of 
the information called for in that circular. Nevertheless there is 
food for a good deal of thought in that letter and we would like 
now to have the views and ideas of some of you gentlemen who 
are interested in this subject. 

Mr. Weil (Weil, Roth & Co., Cincinnati) : In reading the letter 
that has just been presented there are some very important ques- 
tions asked. Before we enter into a discussion of the same I would 
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like to know whether we are going to take up each question 
separately or shall the speaker cover the subject as a whole? 

Mr. Dyaari: I think that time will not permit us to take up 
each subject separately, Mr. Weil. They are closely related. 

Mr. Weil: I hardly think you are going to get the right dis- 
cussion in that way. I think each question warrants a full discus- 
sion if we want to get anywhere as far as municipal discussion is 
concerned. 

The President: Mr. Weil, I know everybody will be very 
much interested in what you have to say and I would appreciate 
it very much if you would come up front. 

Mr. Weil: The first question, as I understand it is, and I am 
going to read the question in order that I can give you my ideas 
on it, the first question is: 

"Should a circular show the total amount of bonds author- 
ized, when only a portion of the issue has been purchased and 
is being offered? If so, should the financial statement include 
all bonds authorized, or only those actually sold by the issuing 
community?" 

I agree with the writer of the letter that Mr. Wakefield has 
just read, that the full amount of the bonds should be shown on 
any circular. I think.it is only fair to the purchaser of any 
municipal bonds that he should know what amount of bonds 
have been authorized. That is my personal opinion on Ques- 
tion No. 1. 

Question No. 2 is: 

"When bonds are purchased for delivery in installments, and 
are offered only as delivered, what should the circular show? 
What should the financial statement show?" 

I think my answer to Question 1 really covers that. I believe 
the full amount of the bonds should be shown on the financial 
statement, even if they are to be delivered in installments. 

Mr. Dysari: A financial statement is supposed to represent 
the facts. It is supposed to show the actual debt of the issuing 
community. 

The debt is represented only by the amount of bonds when 
they are issued, sold and delivered. Would your financial state- 
ment then be correct if you included bonds purchased on install- 
ment, but which have not been paid for? 
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Mr. Weil: In my opinion it would be correct if you hold the 
contract for the purchase of those bonds. The community then 
considers them sold. 

Mr. Dysart: If I held the contract, yes, but suppose some 
irresponsible house held the contract. [Laughter.] 

Mr. Weil: I am going to answer that question by saying that 
every banker at times makes loans that he considers good and 
afterwards they are found not to be good. I think the municipality 
when it enters into a contract for the sale of bonds believes that it 
is dealing with responsible people, at least they try to get enough 
of our money to make it an assured fact that you are going to take 
them up. I am only expressing my personal opinion. 

Mr. Dysart: I interrupted you only to emphasize that point. 

Mr. Weil: The third question is: 

''Should circulars show the bonded debt of co-extensive or 
overlapping political subdivisions?" 

I disagree there with the writer of the letter that Mr. Wake- 
field read for this reason and I am going to cite our home county, 
Hamilton county, and there are practically similar laws in ex- 
istence in many states. I can't say that there are in all states, but 
you take Hamilton county, and they make a budget yearly. The 
budget is made by a committee of three men appointed to draw 
up that budget. After the budget has been arrived at, a certain 
amount of money has been determined that must be raised and a 
tax certificate agreed upon, then that money is divided among 
the various political subdivisions. Now each political subdivision 
receives a certain amount of money to run its a£Fairs. Whether 
the school district receives more than the city or the county receives 
more than the city, that is a matter for the budget conunittee to 
decide, but each political subdivision has its own official body to 
conduct its a£Fairs, and in conducting its a£Fairs they put in their 
requisition for a certain amount of money to run that. 

Now I think from the taxpayer's standpoint it is only fair that 
he should be acquainted with what amount of taxes he must pay, 
in other words what the total taxes are that have to be paid for 
that community, but when you furnish the purchaser of a bond a 
statement showing the total indebtedness of the city or of a school 
district or of a county I believe you are giving him honest informa- 
tion and it is unnecessary to put on your circular that Cincinnati 
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has an indebtedness of 25 million dollars, Hamilton county 15 
million dollars, the school district 20 million dollars, the township 
10 million dollars, and so forth, because each political subdivision 
has its own official body and puts in its own requisition for what is 
needed to run its a£Fairs and they are a separate corporate body. 
Now that is my answer to question No. 3 which I really believe 
covers the letter as presented, or is there another question in 
there? 

Mr. Dysart: They are the only questions to be discussed. 

Mr. Weil: I have just given my personal opinion, and I would 
like to hear from some of the others. [Applause.] 

Mr, Bertram (Davies-Bertram Co., Cincinnati) : My opinion 
is that where a bond house puts out a circular, where the bonds 
are authorized, that in the financial statement they should put 
the amount that they are selling and at the same time put in a 
footnote the amount authorized. That is practically on the same 
lines of a corporation saying that bonds authorized are so much, 
stock authorized so much, outstanding so much. That puts the 
man in touch with the actual amount of debt that they have at 
the particular time, regardless of what they intend to put out, 
three or five or six months later. On the other hand, if a house has 
a contract to purchase a million dollars worth of bonds, and has 
an arrangement whereby they take them up on the installment 
plan, I think that that entire debt should be shown in that 
financial statement, because.it is only a question of time when 
they are going to bring them out. The idea of putting on what 
he is o£Fering at the present time is a sort of camouflage. As far as 
the bonded debt of coextensive or the overlapping political 
subdivision is concerned, that is a matter of very broad discussion. 
It would require a great deal of data to o£Fer a school district bond 
and go into details, especially if there is an important town in that 
school district to show what the taxes are of that particular town, 
and what the taxes would be of the entire school district. The 
same way with a road district, and I would not want to give any 
opinion as to what would be the best plan to proceed on along 
those lines. I thank you, gentlemen. [Applause.] 

Mr. Dysart: Has any one else any opinion to express? 

Mr, Hoysradi (Stacy & Braun, New York) : On the question 
of the financial statements it would seem to me the vital thing to 



106 TENTH ANNUAL CONVENTION 

do is to avoid any ambiguity. If you offer an issue of school 
district bonds, I have always maintained that in the financial 
statement you should show the financial statement of the school 
district. It does not seem to me that it is necessary to go out of 
your way to tell the whole story about co-terminal debt. It is not 
essential to go out of your way to tell a lot of facts which the in- 
vestor himself should investigate. I think a whole lot of it should 
rest on the investor, as Mr. Dysart said, the responsibility of it 
should rest on the offering house, but it seems to me it is not ab- 
solutely necessary that you should give all the facts about the 
debt of the city, the floating debt, and things of that sort. It 
would seem to me to be a little bit up to the investor himself to in- 
vestigate a little bit and if he does so any responsible house is al- 
ways willing to tell him all the facts he wants to know. 

Jfr. Palmer (Palmer Bond & Mortgage Co., Salt Lake 
City): 

At the risk of a slight digression, I was very much interested 
in one feature of the letter which was read and which, I think, 
should require action on the part of the Association, and that 
is the question of laxness in sinking funds. I think the average 
public official is always willing to get the money and spend it and 
leave to succeeding administrations the levy of the taxes to pay 
the debt. The result is that where we have sinking fund bonds 
the debts are piled up for not only future years but future genera- 
tions, and that the members of the Association, when there is 
laxness in the levying of the sinking fund taxes should see to it 
that the forces of the Association be brought to bear on the proper 
officers of the cities in the levying of the sinking fund. 
[Applause.] 

Mr, Spitzer (Sidney Spitzer & Co., Toledo) : I think that we 
have all gotten in the habit of abbreviating the information given 
in our financial statements. It is the understood purpose, on ac- 
count of our men that go out offering bonds, to try to get the in- 
formation in as brief form as possible so that they can carry it 
around in a pocket wallet, but nevertheless, we should give as 
much as we can, but when it comes to giving statements of over- 
lapping taxing bodies for instance, in certain states where you 
will find a road district, a sanitary district, a school district, 
a bridge district, a water district, an irrigation district, and a pro- 



INVESTMENT BANKERS ASSOCIATION OP AMEMCA 197 

portionate amount of state, county, and township, as well as city 
debt per capita, it would seem as though it is going a little bit too 
far for the average bond house to have to furnish to the average 
investor who buys bonds. For these institutions who require this 
information — and most of us know of them — of course we have to 
furnish as much as we can, but in many cases it is impossible to get 
accurate information from the officials themselves, and even if 
we did it would entail an organization much larger than the aver- 
age bond house is capable of carrying, and while I think most of 
the bond houses go into these things themselves — ^and they should 
— for the purpose of determining the ratio of debt — whether it's a 
safe obligation or not — but, when it comes to passing these out and 
furnishing it to the average investor or institution it seems alto- 
gether too cumbersome. If we went on record as doing in as minute 
a detail as a good many of these institutions would like to have, 
why, we would be a lifetime in getting certain issues of bonds 
ready for market. [Applause.] 

Mr, Dysart: The Municipal Securities Committee, and in fact 
several of the other committees, have been very active in Washing- 
ton in connection with the efforts of Congress to pass laws or to 
propose constitutional amendments to permit the taxation of 
income from municipal bonds. That is a very important subject, 
and in lieu of the second division of the discussion of our committee 
I will ask Mr. Clarkson Potter to inform you of the progress made 
at Washington in connection with this amendment. 

Mr. Potter (Wm. R. Compton Co., New York) : I think every- 
one is familiar with the stand that the Association took over a year 
ago with reference to the exemption from taxation of municipal 
obligations, and also Federal obligations and instrumentalities. 
The conclusion reached was that the Association has approved of 
the principle of taxation of income from federal and municipal 
obligations. That was approved at the convention last year, and 
stands as our problem. There have been efforts made to produce 
a bill or resolution which will accomplish the purpose being sought, 
recognizing the evil which now exists or the unfairness which now 
exists in the ability to escape taxation on the part of the wealthy 
class of people, by investing their funds in non-taxable securities, 
thereby adding to the burden of taxes of the smaller taxpayer or 
the smaller man as far as wealth is concerned. 
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Congressman McFadden has done a great deal in drafting or 
framing a bill which might meet this situation. The members of 
the board of this Association, and the members of several com- 
mittees have conferred with Congressman McFadden and the 
point was reached some weeks ago where it was more or less 
generally agreed that while some progress had been made» no 
satisfactory plan had been proposed at this time. I took this matter 
up with a former official of the Treasury Department, and the 
Assistant Treasurer and after a discussion with him, I went to 
Washington and took it up with the Treasury Department. As 
a result of my trip, and my discussion with them and further 
discussion with the members of the Board since, I am at liberty to 
read to you a letter, which the Secretary of the Treasury has 
written to Congressman McFadden, who is the chairman of the 
committee on banking and currency of the House of Representa- 
tives. The letter as far as I know has never been made public, but 
I have the Treasurer's permission to discuss it freely and they will 
welcome a discussion of it by the Association as it has already been 
discussed by the Board. The letter contains at the end a resolution 
embodying a proposed amendment to the constitution, which, 
subject to two minor changes meets the view point of the Treasury 
Department at the present time in connection with this subject. 
The letter is dated September 23. 
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"Mt deab BIr. Chairman: 



'I received your letter of August 27, 1021, encloBing a copy of H. J. Resolution 
102, which proposes an amendment to the Constitution of the United States restrict- 
ing the issue of tax-€zempt securities by the Federal Government and States and 
municipalities, and have noted your request for my opinion with respect to this 
resolution and the subject in general. 

"As you know, in my letter of April SO, 1021, to the Chairman of the Committee 
on Ways and Means, a copy of which I enclose, I recommended to Congress that 
it consider the advisability of taking action by statute, or constitutional amend- 
ment where necessary, to restrict further issues of tax-exempt securities. The 
ever-increasing volume of tax-exempt securities (issued for the most part by States 
and mtmicipalities) represents a grave economic evil, not only by reason of the loss 
of revenue which it entails to the Federal Government but also because of its 
tendency to encourage the growth of public indebtedness and to divert capital from 
productive enterprise. The issue of tax-exempt securities has a direct tendency 
to make the graduated Federal surtaxes ineffective and nonproductive because it 
enables taxpayers subject to surtaxes to reduce the amount of their taxable income 
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by investing it in such securities; and at the same time the result is that a very large 
class of capital investments escape their share of taxation. 

"Of course, the voluntary withdrawal of the tax exemptions from securities 
to be issued by or under the authority of the Federal Government would require 
no constitutional amendment, but to do this as to Federal securities alone would 
unjustly discriminate against the National Government and leave a clear field 
for the State and local governments. In general, moreover, the policy of the 
Federal Government has been not to issue its own obligations with exemptions 
from Federal surtaxes and excess-profit taxes, and the great bulk of the Liberty 
Loans and other war debt have no such exemption. As to State and municipal 
securities, I assume it is dear, since the decision in Evans vs. Gore (258 U. S. 
£|5), that the Sixteenth Amendment does not permit the Federal Govern- 
ment to tax income derived from State or municipal securities and that the only 
effective means of restricting the further issue of tax-exempt securities by State 
or municipal governments would be by constitutional amendment. Such an amend- 
ment would doubtless meet with considerable opposition on the part of the States, 
and for that reason, as well as from considerations of equality and fairness, it is the 
better view, I should say, that any restrictions on the further issue of tax-exempt 
securities should be mutual and should apply as well to securities issued by the 
Federal Government as to State and municipal securities. It is important, however, 
not to lose sight of the real basis for the existing constitutional principle under 
which securities issued by the State and municipal governments are now held free 
from taxation by the Federal Government, and Federal securities from taxation 
by State and local authorities, and at the same time to provide proper safeguards 
against any possible discrimination in taxation by the Federal Government against 
State and municipal securities or by the State governments against Federal securi- 
ties. It is also important, in order to avoid any question of bad faith, that the 
amendment should not apply to outstanding issues which now enjoy tax exemptions. 
For these reasons, I think that some modifications of H. J. Resolution 102 are 
desirable. 

"In the first place, I think that the resolution should be so modified as to make 
it perfectly dear that the right of the Federal Government to tax the income derived 
from State and municipal securities and of any State to tax the income derived from 
Federal securities, shall exist only to the same extent that each government taxes 
the income derived from its own securities. This would prevent any discrimination 
by either government against the securities issued by the other. In the second 
place, it is noted that while the first part of the resolution subjecting the income 
from securities issued by State and municipal governments to taxation by the United 
States applies only to securities issued after the ratificatbn of the amendment, the 
proviso subjecting the income from securities issued by the United States, its 
pos sess ions and territories, to taxation by the United States is not similarly limited. 
Such limitation is, of course, necessary. Furthermore, the language of the proviso 
subjecting income from issues of Federal securities to taxation by the several States 
is not expressly limited to the income derived from securities held by residents of 
the State and should be modified so as to avoid any possible interpretation which 
would allow a State to tax the income derived from Federal securities not held within 
the State. 
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"I might also suggest that the language of the amendment be made broad 
enough to include all securities issued by or tmder the authority of the Federal 
Government or of any State. This would apply, for eiample, to securities issued 
by Federal Land Banks and other so-called instrumentalities of the Federal and 
State governments, which might not be considered as coming within the terms of 
the resolution as it now stands. 

"Li this connection I am taking the liberty of enclosing a draft of a proposed 
amendment to the Constitution along the lines of H. J. Resolution 102, modified as 
I have suggested. 

Very truly yours, 

(Signed) A. W. Mellon, Seentary, 
"Hon. Louis T. McFaddkn, 

Chairman, Committee on Banking and Currency," 

House of Representatives. 

JOINT RESOLUTION 

Fh>posing an amendment to the Constitution of the United States: 

Resolvsd hy Ike Senate and House of Representatives of the United States of 
America in Congress assembled (two-tkirds of each House concurring therein). That 
Uie following article be submitted to the legidatures of the several States, u>hieh, when 
ratified by the legislatures cf three-fourths of the States, shall be valid and binding as 
a part of the Constitution of the United States: 

ARTICLE XX. 

The United States shall have power to tax incomes derived from securities 
issued after the ratification of this article by or under the auihorUy of the several States 
to the same extent that incomes derived from securities issued after the raUjvcation of 
this article by or under the authority of the United States are taxed by the United States. 
Any Stale shall haive power to tax incomes derived by residents thereof from securities 
issued after the ratification of this artide by or under the authority of the United 
States to the same extent that incomes derived by residents of such State from securities 
issued after the ratification of this article by or under the authority of such State are 
taxed by such State. 

The President: Gentlemen, at the January meeting of the 
Board of Governors, the McFadden resolution came up for dis- 
cussion and in accordance with the instructions of the Board a 
committee of five, consisting of the Chairman of the Legislative 
Committee, the Chairman of the Taxation Committee, the Chair- 
man of the Municipal Securities Committee, the Chairman of the 
Washington Committee,and the President were appointed a special 
committee to consider this matter. The committee has had a 
number of meetings, but has reached no final conclusion, and I 
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might say is not ready at the moment to reach a final conclusion, 
as to the particular form of the amendment, or rather as to the 
particular criticisms which should be directed to the amendment. 
The Board desired that the letter be brought to the attention of 
the convention as a report of progress in the matter and on behalf 
of the Board I would like to have all the criticisms of the letter 
and of the amendment in writing addressed to Mr. Dysart as 
Chairman of the Municipal Securities Committee. There are 
several copies of the letter so that anybody that desires to have 
a copy of it may do so. I think it is a very technical matter which 
requires a great deal of critical study. The committee in charge 
of this matter brings it before you at this time, for the purpose of 
getting your criticisms or suggestions in regard to it, but we desire 
to have those in writing, so that the matter may be taken up at the 
next meeting of the Board. The Board at its meetings, which took 
a recess at 1 :00 o'clock this morning, decided to meet again at 5 :00 
o'clock this evening, it is now ten minutes past five, but we have 
on our program the report and discussion of public utility matters. 
We do not intend to adjourn at 5 :I0, but we intend to go right on 
through until half past five. We cannot finish this part of the 
program at that time, but we will have it at nine-thirty sharp 
tomorrow morning. Mr. Addinsell, the chairman of the Public 
Utilities Committee is not able to be present, and we have asked 
Mr. Peirce of San Francisco to present Mr. Addinsell's report in 
outline as the report has been printed and is being distributed. 
We want as much discussion as we can get this afternoon, and we 
will continue the matter until tomorrow morning. 

Mr. Peirce (Cyrus Peirce & Co., San Francisco) : Mr. Presi- 
dent and Gentlemen, there are two things which have come up 
in the last forty-eight hours that are not mentioned in the report 
and I have been asked by the Board of Governors to take them 
up here. They are vital to the public utility business. Every 
man who sells utility bonds should go into this question. We are 
not going to be able to take up both of them tonight, but we will 
take up one of them tonight and one of them tomorrow morning. 
I won't read the report because it is printed and in your hands. 
The summary is very short and is as follows: 
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SUMMARY PUBLIC SERVICE SECURITIES 

REPORT 

A brief resume of the Public Service Securities report follows: 

The past year of general business dq>ression has aooentnated the inherent 
stability of public utility businesses as a class. It has witnessed a more and more 
universal adoption of the Series Mortgage idea introducing without disadvantage 
from the point of view of the investor a flexibility from the point of view of 
the company in availing itself of its principal means of major or mortgage 
finance. The Series Mortgage makes available to the company its prime security 
with a face rate and a maturity to meet existing market ccmditions. The past year 
has also been marked by a more general adoption of the No Par Value Stock Plan 
which introduces a similar flexibility with respect to the sale of junior securities. 

The policy of selling public utility stocks by the utilities direct to their cus- 
tomers has been further developed and carried out. With the obvious advantages 
of this plan you are already familiar but a note of warning should be sounded in 
connection with the sales of such stocks to customers and employees. Tlie customer 
should not be asked to pay more than the general maricet for the class of security 
offered him. The stock should be sold on a complete set of the facts and weak 
securities should not be gilded over with generalities. Moral considerations should 
preclude these practices, but if indulged in the inevitable reaction will be disastrous 
to the future development of this important and desirable means of supplementary 
finance. 

The utility associations have taken up the matter of having the public utilities 
placed in a special class for taxation purposes and have also taken the position of 
opposing the issuance of any tax-exempt securities. That is, of course, a matter of 
great importance to utilities from the point of view of the cost of money to them 
and to the investment bankers from the point of view of the breadth of the 
market for public utilities. I assume that your Legislative Committee's report 
will cover in detail the various phases of this broad subject so will not go into it 
further here. 

The practicability of the new Federal Power Commission Law is indicated by 
the fact that up to June 80, 1921, the Commission reported that there had been 
filed with it applications aggregating 14,675,000 H. P. This amount is 75% 
greater than the entire water power development of the United States today. 
Thirteen preliminary permits have been issued and fifteen licenses, making 
an aggregate of twenty-ei^t projects involving 2,292,000 H. P. or as much as 
was issued by all of the executive departments during the ten years preceding 
the passage of the Federal Water Power Act. Tlie for^gomg illustrates the im- 
portant extent to which the Act will release and is already releasing heretofore 
undeveloped water power with all the obvious accompanying advantages. Tliere 
remain to be worked out, however, several important details for the application 
of the Act. Tile regulations in effect have not met with the entire approval of the 
leading men in the industry and do not seem to be workable, especially with 
reference to the accounting rules and the basis for determining when amortisation 
of the investment begins. The National Electric Light AssociaUon has requested 
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a hearing before the Federal Power Commissioii on these points in the near future 
and it is hoped that a satisfactoiy solution will shortly be arrived at. 

Super-Power Survey of the United States Greological Survey has made an 
exhaustive investigation of the advantages to be derived from further coordination 
and interconnection of existing power facilities throughout the country, and of the 
construction of so-called super-power plants to serve a wide area which may embrace 
several different companies. The Super-Power Survey report is not yet available 
but from the point of view of our Association it will doubtless contain much interest- 
ing information and the working out of any plan along this line will necessarily 
involve the solution of complicated financial problems. 

In the electric railway field the American Electric Railway Association figures 
show that in over S6% of all the cities in this country of over 25,000 population, 
fares are now being charged ranging from 6c' to 10c. Among the ten largest cities 
of the country. New York is the only one which still retains the 5c fare. The 
street railways are "coming back" but to overcome the bad financial advertising 
of the past few years will take time. It can be expedited by revamping top-heavy 
capitalizations and securing service-at-cost franchises. 

The gas industry continues to show the increasing sales of cubic feet of gas 
from year to year. The heat value standards for gas have largely supplanted and 
should supplant the candle power standards as gas is now used almost entirely for 
fuel, largely for domestic purposes but with a steadily widening use in industry. 

Commission regulation is steadily becoming more firmly established as a per- 
manent institution. Tlie matter d the basis for valuation of public utUities is one 
that is being studied by one of our sub-committees and will be the subject of an 
interim report later on. 

I submit herewith a list of questions that you may think it worth while to 
discuss at the convention and regret very much my inability to be present to 
present this report personally and to take part in the discussion. 

Very truly yours, 
H. M. Addinsbll, Chairman, 

Questions fob oiscubbion in gonnbction with the befort or the Combotteb 

ON PuBUc Service Securities 

1. What can be done to assist in the restoration of street railway credit? 

2. What can be done to make local issues of utility stocks by the utilities 
meet the market, considering both quality and yield? 

8. Does the present tax exemption of municipal bonds encourage municipal 
ownership? 

4. Is it possible to establish a uniform method of valuing public utilities? 
If so, what is the right basis? 
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REPORT OF COMMITTEE 
ON PUBLIC SERVICE SECURITIES 

The past year of gencnl banneM depreasion has aooentnated the inherent sta- 
bility of public utility bnsineM as a dass. Tlie tzemendoos industrial activity of 
1920 greatly increased the demands cm the utilities^ which were called upon to 
expand theb facilities for service to an unusual degree. But it was an orderiy 
expansion. There was no such peak of production as was the case in the industrial 
fidd. On the other hand, when the depression set in there was not the same drastic 
falling oflf in gross receipts. 

Both periods, of course, brought their problems. After the war interest rates 
were hi^. FHme mortgage securities could be sold only at sudi prices as would 
yield the investor an income of 7% and more, lliis, of course, made it rather 
embarrassing for a company which, faced by large additional demands from its 
customers, had to raise money for additions and extensions but had nothing to 
raise it on except the 5% bonds authorized by the open end mortgage it had drawn 
up before the war. It was imperative that the extensions and additions be built 
and built quickly. Tlie Commissions demanded it; also it would have been bad 
business not to satisfy the urgent needs of good customers. In some cases the 
problem was solved by issuing 7^% and 8% notes secured by a larger face amount 
of the 5% bonds. 

Hiis, however, was an obvious make-shift and the situation was not really met 
until the details of the so-called Series Mortgage had been worked ouL This type 
of mortgage contains all the safeguards to the investor found in the best open end 
mortgages of the pre-war period, but in addition provides that bonds may be issued 
in various series bearing such interest rates and due dates as the directors may deem 
advisable. This makes it possible for the company always to have available 
against its needs for money for additions and improvements, prime securities which 
will meet the demands oi the market in which th^ are to be sold. 

Unfortunately even this does not solve the whole problem. One of the most 
important ci the safeguards to the investor contained in modem mortgages is the 
provision that bonds may be issued only against a certain proportion of the pro- 
posed additions. This proportion is generally 75% or 80%. Thus a large amount 
of mon^ still remains to be raised from the sale of junior securities. Debenture 
financing is always expensive and b rarely satisfactory, though it may be used as a 
temporary expedient in times of emergency. Tlie greater part of this money must, 
therefore, be raised by the sale of stock. 

Right here there comes another serious difficulty. Many states have a law which 
forbids companies to sell their stock at less than par, but if a company must pay 
over 7% for the money it raises on its mortgage securities, how is it to sell at par 
a 6% or 7% preferred stock? The answer is obviously that it cannot and the very 
difficult situation that has been thus created has finally made legislators in many 
states consider seriously a plan which economists have been advocating for over a 
quarter of a century, that b the issuance of stock of no stated par value. The 
advantages of this plan aro manifold. Tlie shares, like any other shares, aro worth 
exactly as much as the property behind them is worth, but they bear on their face 
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no miflleadiiig statements as to their value. Consequently such stock cannot come 
under the above legal restriction and the company can sell it in any market on the 
same basis which is then current for other securities of the same intrinsic worth. 
New York has had a no par value law since 1912. Since that time other states have 
followed New York's lead and many states now have such laws on their books 
while similar measures are pending before the legislatures oi several others. 



THE LOCAL SALE OF PUBLIC UTILITIES SECURITIES 

In this Committee's last annual report, mention was made of the success 
which many utility companies were making in the sale of large amounts of their 
preferred and even their common stocks direct to customers and employees. 
At that time there were pointed out the manifold advantages of such local dis- 
tribution of a company's securities. In the first place a new security market 
of by no means inconsiderable proportions is opened up. It has been estimated 
that since the plan was first adopted about seven years ago over $100,000,000 
has been added to the capital of public utility companies from this source. Probably 
a still greater benefit is the good will obtained. The relations of the company 
with its public and with its employees are greatly improved. Tlie numager of 
the publicity department of one company which has accomplished much in this 
connection stated recently: 

"Specific instances of improved public relations are many, including a remark- 
able history of rate increases, the majority of which were obtained without con- 
trover^ by simply showing the facts. We hear little or nothing of municipal 
ownership any more at properties where we have home-shareholders." 

It should, however, be borne in mind that in undertaking the sale of its own 
securities, a company assumes certain duties and obligations toward the pur- 
chasers of those securities. Tliese purchasers, it must be remembered, are mostly 
people of comparatively small means who are not accustomed to scrutinizing 
carefully or judging the merits <^ investment opportunities. To them the utility 
company has always seemed a financial pillar of strength. In many cases they 
have considered it, in spite oi published figures to the contrary, a veritable gold 
mine to its owners. To them, the opportunity to buy this stock is an opportunity 
to share in profits that they have always considered absolutely certain. A careless 
or unscrupulous company might, in some cases, sell stock that had no real value 
behind it. This would be a most dangerous practice. Not only would such a 
company be running the risk of losing the confidence and respect of its local public, 
but it would be getting back to the same old condition of inflated capitalisation 
which proved so disastrous in the past. It is thus plain that stock which a com- 
pany expects to nmrket direct should be issued under the same conservative 
restrictions which would be demanded if the issue was to be made through invest- 
ment bankers. It should represent actual investment in the property and the 
price should be in line with the current quotations for securities of a similar class. 
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COMPETITION FROM TAX EXEMPT SECURITIES 

Tax exempt seciiritiei baye a dixect bearing and restraining inflnence on the 
mariseting of gas and other utility securities and this is a matter which is now 
receiving considerable attention. Mr. Philip H. Gadsden recently appeared 
before the House Ways and Meana Committee on bdialf of the three large utility 
associations and urged that puUic utilitiea be placed in a special dass for taxatioii 
purposes and also opposed the iswiancy of any further tax exempt securities. It 
has been estimated that there are $7,000,000,000 par value of tax exempt securities 
issued by state, municipal and school governments now outstanding. The 
continued Issiuince of tax free bonds of local governments carrying hi|^ rales of 
interest is attracting investors to the detriment of investments oflfered by private 
enterprise and agitation for limiting the tax exempt borrowing power of local 
governments is growing. In public utility drdes sentiment is increasing to 
prohibit the further issiuince of tax exempt securities. 

DEVELOPMENT OF WATER POWERS UNDER THE 
FEDERAL POWER COMMISSION 

One of the most important and interesting developments in the power generating 
field is the p rogress that is being made toward the development of water powers 
on navigable streams, on public lands and on the forest and other reserves. Thb 
development has been made possible by the Federal Water Power Bill, whidi 
was discussed at some length in the last annual report of this committee. The 
law provided in brief for the acquisition by private corporations of titie to water 
power sites in the form of fifty-year permits upon declared conditions and re- 
vocable only by legal proceedings and for repayment of the net investment if the 
lioense is not renewed. The law did not contain the impracticable and unnecessary 
provisions for arbitrary control by government officials (including the absolute 
power of revocation) which were features of previous laws and of much proposed 
legislation making the financing of water power enterprises impossible. 

The enactment of this law has met with tremendous response from people 
who seem to be willing to take the responsibility for the development of the poten- 
tial power made available. Up to June SO, 1021, the Commission reported that 
there had been filed with it applications aggregating 14,075,000 H. P. affecting 
S8 states, the District of Columbia and Alaska. This amount is 75% greater 
than the entire water power devdopment of the United States today. It is 50% 
greater than the combined water power resources of Norway and Sweden and con- 
siderably in excess of the combined resources of France and Italy. It is ^ve times 
greater than the aggregate of all applications with the federal government in 
the preceding fifteen years. The projects applied for vary in siae from less than 
100 H. P. up to the 8,000,000 H. P. scheme of the Southern California Edison 
Company on the Colorado River. 

It may be said that the chief present defect in the act is its failure to provide 
adequate means for its expeditious administration. In creating the Commission 
and putting upon it duties many times greater than had been exercised previously 
by any executive departments in connection with the water power devdopment* 
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Congren gave the Comminion no persoimel to perform its work other than 
its executive secretary and engineer officer. In an effort to function at all, it has 
been necessary for the Commission to borrow from the several departments per- 
sonnd for its Washington office. It has no field force, loaned or otherwise, but 
must rely, for examinations and reports upon applications and for the conduct of 
hearings, upon field officers of the several departments, men who are primarily 
responsible for their own departmental duties. 

In spite of this serious handicap under which it has been obliged to work, the 
Commission has accomplished many things in the first year of its operation. The 
law under which it acts is complicated and great care was necessary in the prep- 
aration of rules and regulations for its administration. The first ten regulations 
covering the requirements for applications were issued on September S, 1920; the 
remaining ten covering maintenance and operation of project property, rental 
charges, depreciations and amortisation reserves, allocation of earnings and 
accounts and reports were issued on February 28th, and later revised and reissued 
on June 6th. 

The regulations now in effect have been under discussion by the leading men 
of the water power industry and are not yet in many particulars satisfactory and 
workable, especially with reference to the accounting rules and the basis for deter- 
mining when amortisation of investment begins. The present regulations, require 
that amortization of capital shall commence when the rate of return on the property 
has readied one and one-half times the weighted average true interest rate upon 
the Company's indebtedness. A more logical basis would seem to be to have 
amortisation start after earnings equal a certain reasonable and proper percentage 
of the value of the property taken as a whole and not based on the interest rate of 
the bonds. The National Electric light Association has requested a hearing before 
the Federal Power Commission on these points in the near future and such hearing 
will probably be held next Thursday or Friday. It is to be hoped that a satisfactory 
solution will shortly be arrived at. 

In the meantime the issuance of permits and licenses has gone forward. 

The first license was issued on March 1st to the Niagara Falls Power 
Company. Between that date and July 1st, final action has been taken on 47 
applications. Thirteen preliminary permits have been issued and fifteen licenses* 
making an aggregate of twenty-eight prefects, involving 2,292,000 H. P. or as 
much as was issued by all of the executive departments during the ten years 
preceding the passage of the Federal Water Power Act. 

There is, of course, no possibility of immediate development of all the projects 
applied for. The market could not absorb the power even if the construction 
could be financed. But at least there b now available a practical method for a 
pr ogress i ve development of water powers, which may be undertaken as rapidly 
as financial conditions and market requirements will warrant. After many years 
of obstruction on the part of so-called conservationista, the country has now 
adopted a program for the real conservation of our exhaustible fuel supplies by 
throwing upon the indestructible and self-renewing water powers the production 
of large amounts of motive power. 
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SUPERPOWER SYSTEMS 



doBdy allied with the morement for oonservrntion of fueb by developmeiit of 
new water powers, ia the moyemeiit for oonaeryation throng the more effiaent 
use of f adlitiea already in operation. The average individual power generating 
company has to maintain a reserve of i4>prmrimatHy 85% in onler that it may be 
aUe to meet unusually fai|^ peak loads. But if a number of such individual 
companies be interconnectedt the proportion of the total capacity hdd in reserve 
can be greatly reduced, for it is highly improbable that the full c^Mcity of all the 
individual units of the new system will be called upon at the same time. The 
United States Gedo^cal Survey, under the special direction of Congress, has been 
engaged for the past year and more, in a survey of the power resources of the 
Atlantic seaboard between Boston and Washington, studying the practicabilities 
and advantages of such a co-ordinated super-power system, under a plan iHiich 
would interconnect ffiisting generating facilities of the great power companies in 
that region, and in addition provide for the constraction of hydro-electiic works 
and steam plants at the coal mines. The report of this Superpower Survey has 
not yet been published. Certain preliminary estimates were made public last 
Spring in which was pointed out the enormous coal saving iHiich could have been 
effected in this sone during 1919 if the facilities, which are proposed, had been in 
»>nm^t»nr^ at thc time. The savings would have amounted to 4,300,000 tons for 
the utilities, 9,566,000 tons for the railroads, and 11,000,000 tons for the 
industries, a grand total of 84,866,000 tons. If similar figures were available cover- 
ing all the important industrial sections of the country, the total figures would prob- 
ably be many times that amount 

Before such plans can, however, be put into practice, there still renuun many 
problems to be solved, physical, legal and financial. It may be sud that to a 
certain extent, the welding of individual systems into super-power systems is 
already taking place in many localities. Some ci the great companies dn the 
Pacific Coast that have made such strides in the development of California's 
water powers can even now be considered super-power corporations without too 
great stretch of the imagination. The experience that has been gained there and 
elsewhere in the combination of a number of smaller systems into one great system, 
will undoubtedly be a value to those who will in the future plan similar projects. 
The whole question is one which is of great interest to the investment banker, 
and one in the solving of which will undoubtedly play a leading part. 

THE ELECTRIC RAILWAY SITUATION 

During the past year the electric railway situation has shown decided im- 
provement. The facts have proved the truth of the statement that adequate 
traction service is indispensable to the comfort, convenience and prosperity of any 
important community. To most of us this principle is self-evident, but in some 
cases it has taken an absolute breakdown of the system to bring it home to short- 
sighted politicians who had been exploiting their local companies for selfish pur- 
poses. Other coDununities have profited by the example of thor less fortunate 
neighbors and have lightened their companies' burdens before the breakdown 
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came. In stiU other iiMtminf the ntuation has been solved by the interposition 
of a state commission. 

The measures for relief have been various. There have been a few instances 
in which the city has taken over the roads from the company, usually giviog 
in eidbange^ mortgage bonds on the system. This sort of transaction does not, 
however, in and of itself, solve the problem; it merely transfers to the city the 
responsibility for making the qrstem self-supporting in the face of excessive wages, 
lugh conmiocfity prices and jitney competition. Undoubtedly some municipal 
authorities will try to take the easiest way out and make up from the city treasury 
losses caused by a pqpulariy low fare, but it is highly improbable that the tax- 
payers will allow sudi an experiment to be long continued. 

The steps taken in various communities have, of course, differed in aooordance 
with the needs of each situation. In the first place, there has been a more or less 
general raise in fares. A summary compiled eariy in the year from figures sup- 
plied by the American Electric Railway Association showed that the traction 
companies in over 85% of all cities in this country of over 25,000 population were, 
at that time, chaiging fares which ranged from 6 cents to 10 cents. Among the 
ten largest cities of the country. New York was the only one which still retained 
the 5 cent fare. Many companies have obtained relief from burdensome paving 
obligations and other forms of special taxes. In particular, it is becoming generally 
recognised that unregulated bus competition is not only unfair to the street rail- 
ways, but is in the long run, positively detrimental to the best interests of the public. 
There is of course, a legitimate field for the busses. Used property their fiexibility 
makes them most valuable as feeders to bring to the car lines riders from sparsely 
settled outlying districts that are just opening up. This function they can prob- 
ably fulfill most efficiently and economically when operated as an integral part 
of the railway system; at the very least, they should be subjected to the same 
control as are the other transit facilities in the community. It is most gratifying 
to note that many states, notably Connecticut, have taken a firm stand in putting 
all public carriers under the Public Service Commission and requiring all such 
carriers to secure a certificate of convenience and necessity before begiuning or 
continuing operation. 

None of these remedies, however, will cure an over-capitalized company. 
Such situations must be cleaned up from their very foundation. In these cases, 
an actual valuation should be made and the capitalization of the company adjusted 
to a real basis of the property's worth. A new franchise should be obtained em- 
bodying such provisions as are necessitated by the needs of the particular situation. 
Enlightened opinion is coming more and more to favor the so-called service at cost 
franchise which provides machinery for adjusting the rate of fare to insure an 
income sufficient to provide for all operating expenses, adequate maintenance and 
depreciation and the interest and dividends which represent the wages paid to 
capital actually invested in the business. In what is possibly its best form the 
service at cost franchise provides also for a premium on efficient management in 
the form of a rate of return becoming progressively higher as fares are reduced. 

In addition certain factors in the general economic situation have been of 
material assistance to electric railways. There has been a slight but actual 
reduction in wages. It is estimated that the average wage index in August, 1921, 
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was 218 as oompared inth the peak of SS2 in September IMOl and 100 in 1018. 
To the railways with their large biDs for platlonn labor, this has been a matrrial 
saTing. For exami^ it is estimated that the recent 10% cnt in the wages of the 
employees of the Interborou^ Rapid Transit Company means a reduction of 
$2i000,000 in that road's operating expenses daring the coming year. A par- 
ticnlaily eneo u rsgng fcatnre of this wage redaction is that* for the most part* 
it has been effected by incBvidual negotiations on the part of each road and withoot 
great friction. Tliis can only mean that the employees are taking an added 
interest in the wdfare of their companies whidi may prove to be a deciding factor 
in the avoidance of futare labor troubles. Beduction in the cost of materials has 
not been so general. Particulariy in manufactured artides, such as cars and car 
equipment, it has almost been negligible, but in some materials whidi have a 
very general use, such as copper, the decreases have been maiked. 

THE NEW YORK TRANSIT COMMISSION'S PLAN 

On account of the very siie of the New York traction system the problems 
of its various component companies have attracted very general attention through- 
out the country. Tliese compauies had to face the same problems of war increased 
operating expenses and short-sighted pditical oppression as did the electric rail- 
ways throughout the rest of the country. But unlike the railways in most of the 
other important cities, they have thus far been able to obtain no rdief in the 
form of higher fares. In this case, furthermore, the tremendous numbers of 
people affected and the exoeptaonaUy long distances to be traversed made the 
impending break-down exoeptionaUy serious. After the Sections last fall the 
new Governor, recogninng this fact, appointed a special Transit Commission to 
study the problem of rehabilitating the system and to direct a re-organisation. 

This Commission sf ter a year of careful study has recently announced its 
plan. The plan is too long and too complicated for a detailed statement of all 
its ramifications to be ^ven here, but the f<41owing smnmary prepared by the 
Commisrion gives a very fair idea of the general nature of the proposition: 

(a) Municipal ownership of all railway lines in the City of New York; 

(b) The surrender by the companies of all existing franchises, induding per- 

petual franchises; 

(c) The elimination of all existing agencies as factors in the transit situation; 

(d) The unification of the entire transit system, with a Board of Control, 

three members to be appointed by the Mayor, three by the investors 
and a chairman to be selected by the two groups; 

(e) Operation to be carried on by three operating corporate agencies to be 

created for the purpose; 

(f) Genuine home rule by the city in the administration of its transit affairs; 

(g) The elimination of stock speculation in transit facilities, by the 

elimination of stock; 

(h) An honest valuation of all properties to be taken over by the dty; 

(i) Payment of such property to be made on the basis of such valua- 
tion, irrespective of present capitalisation and book values; 
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(j) MuniciiMl ownerahip to be acquired without outlay by the dty, by 
retiring the purcfaAse bonds, out of revenues of operation; 

(k) No increase of fare unless operation under the new conditions demon- 
strates its necessity; 

0) Bates of fare to be based on actual cost and automatically determined 
by the amount of a contingent reserve or "barometer" fund; 

(m) Substantial economies in operation of the unified qrstems through 
consolidation and the elimination of the numerous leasing and oper- 
ating companies, with their unnecessary duplication of overhead, 
sqiarate traction policies and independent purchases; 

(n) Consolidation and unification of power facilities; 

(o) The dimination of preferential payments to existing companies and 
the placing of the city's rights on the same footing with those of other 
interests; 

(p) The assurance of a fair return on securities of the new qrstem; 

(q) The re-establishment of free transfers as rapidly as the financial 
condition of the new qrstem will permit; 

(r) The increase of the city's debt-incurring capacity so as to permit new 
subway construction; 

(s) Fh>per and adequate service to the public; 

(t) The rehabilitation of required lines, and the elimination of obsolete 
facilities; 

(u) Participation by operating personnel, as well as new security holders 
in surplus profits resulting from efficient management and operation; 

(v) Useless or broken-down lines not needed in the public service, not 
to be included in the system; 

(w) Abolition of the Transit Commission upon the full establishment of 
the plan. 

A large proportion of these recommendations will probably meet with the 
api^oval of the majority of those concerned. It is very generally agreed that the 
service at cost franchise, in which adequate allowanoe is made for rewards for 
efficient operation, is from the point of view of all concerned the fairest and most 
satisfactory arrangement yet evolved for regulation of traction rates. That many 
economies may be effected by the consolidation ot the various lines into cme system, 
is a statement which will probably be accepted without argument. On the other 
hand, it is quite certain that there will be considerable divergence of opinion on the 
question of municipal ownership. In any case it seems that there are still a great 
many practical details which must be worked out. Compromises will have to be 
effected between the various classes of security holders when the time actually 
comes to distribute the new securities. There will probably be vigorous opposition 
brought in the courts from many sources. But this plan is at least a starting 
point. It represents a definite attempt to work out from a broad public-spirited 
point of view a comprehensive solution to the whole troubled question of transit 
service in New York City. 
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THE GAS INDUSTRY 

^^FVom the most authoritative souice available we have obtained the foOowing 
tabulation of gas oaks by yean for the period 1901-1980, indunve. 

GAS SALES BY YEARS 

1901-1980, Inc. 

Compilei from Brown* » Diredory of Oat Compa$nei 

1901 101,085,860,000 cubic feet 

1908 98,714,607,000 « « 

1908 105.676,479,000 * « 

1004 118,980,140,000 « * 

1905 118,444,887,000 * • 

1906 188,849,785,000 * * 

1907 188,011,588,000 * * 

1908 188,570,078,000 * * 

1909 148,117,698,000 « « 

1910 149.480,589,000 " * 

1911 159.100,674.000 « ** 

1918 178,888,754.000 " « 

1918 188,885,840,000 « " 

1914 198.888,884,000 « * 

1915 804,809,588,000 ** « 

1916 881,881,818.000 " « 

1917 864,498,008,000 * * 

1918 871,598,141,000 * * 

1919 806,688,786,000 « * 

1980 819,887,818,000 * * 

The above tabulation is a most convincing argument that the gas industry is 
keeping pace with the industrial growth and economic changes of the country. 

A striking feature disclosed by the above figures is the inappreciable extent to 
which the gas business has been adversely affected by any business depressions 
which occurred during the past twenty years. The stability of the gas business 
and the indispensable and essential character of its service are given a further 
reflection in the growth indicated by the foregoing figures. 

Nowhere in the gas industry are there more encouraging indications than in 
the very general tendency toward the adoption of more scientific principles of 
rate-making. The horizontal flat rate under which all consumers, regardless oi 
the amount of their consumption, are charged with the same rate, served its 
purpose reasonably well in the days when gas was used almost entirely as an 
illuminant and there was compiaratively little variation in the quantity consumed 
by its users. The development of gas as a fuel for domestic purposes prompted 
the first step of departure from the original basb of charge. But the most im- 
portant progress in this regard dates from the application of gas to industrial 
fuel purposes. The rate structure, admittedly one of the most important elements 
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in any business, is at last receiving the attention which its importance demands* 
and with the general adoption of scientific rates, which in many situations are 
now in successful operation, an extremely retarding influence will have been removed 
from the gas business. 

There is a growing tendency toward the adoption of more economic standards 
of quality and service as the basis of gas supply. The candle power standard, 
scientifically obsolete for many years, now has no more than a precarious hold in 
several isolated situations and heat value standards, or those which have as their 
basis the calorific value of the gas, have come into almost universal use. In 
addition to this, there is recognition of the fact, that many of the earlier heat unit 
standards adopted were unnecessarily high and that not only are greater economies 
possible in the numufacturing i^ocess by the use of ga3 of relatively low heat 
value standards, but that such gas by reason of its more uniform composition is 
more satisfactory and even more economical for the public use. This promises 
important development and encourages the hope that the universal use of rela- 
tively low heat value standards will bring about a greater stabilization of the 
market for raw materials used in gas manufacture and lead to improvements in 
the processes employed. 

Widely divergent conditions exist in di£Ferent sections of the country in the 
availability of raw materials used in gas manufacture. It is the conviction of 
those devoted to the scientific and economic development of the gas industry, that 
freedom from restrictive standards of quality and the substitution therefor of 
standards suffidentiy flexible to be adapted to the conditions governing the avail- 
ability of raw materials in any locality is essential to the furnishing of the best 
service to the consumer and to the economical development of the gas industry. 
Regulatory authorities are more favorably inclined to the acceptance of this 
principle and with its general recognition may be expected greater strides in the 
development of processes and more important economies in numufacturing methods 
than have ever before marked the progress <ji the gas industry. 

A high authority in the gas industry has recently made the following statement: 
"The future holds undreamed of possibilities for this old-established industry. 
Gas is now the recognized and universal fuel in the home. The next step is its 
general adoption to the thousand and more uses in industry. Already a noticeable 
stride has been made in this direction, but there are still problems to be solved by 
the gas industry, on which its members are now hard at work before this dass of 
service can be fully appreciated. The application of gas for heat treatment in 
the nation's industries is a field as yet practically untouched. The possibilities 
in this direction are tremendous and it is well within the bounds of reason to see 
the day not so far off when solid fuel will be a thing of the past, and when all coal 
will be converted into gaseous fuel." 

COMMISSION REGULATION 

The state regulatory commissions were originally created to place a curb on 
the utility operators in their supposed exploitation of the public. At that time 
there was a general feeling, which still persists to a limited extent, that such 
restriction upon private enterprise would discourage the investment of further 



214 TENTH ANNUAL CONVENTION 



G^Mtal in the buanas and would prevent its proper and ncictmaiy devefepment. 
Hie critici of icgolation, however, nem to have under-rated the spirit of fairness 
with whidi the cnminiwsimis took op their wo^ HanQjr had rcgohition become 
an established fact what the war broke out. THthin a few years rising wages 
and commodity prices had so increased operating expenses that many utilities 
were losing money. The ooomiisskxn, however, realising the fundamental neces- 
sity of maintaintng the utility industry in the best possible condition, were fair 
in recognising the necessity for increased rates. 

This was not, of course, what the demagogues and politinans had counted on 
and numerous attempts ensued to arouse popular opposition to the regulatory 
bodies. In at least two states the gubernatorial dections last fall were fought, 
and won, on i^tforms calling for the abolition of the rnnmiiminn So far as 
can be learned, however, there is no general public demand for the abolition of 
state regulatory bodies. In the two cases mentioned above the campaigns 
were strong affected by national consideration. In one of these states the 
candidate who stood strongly for regulation, sent a telegram to the governors of 
aU the other states asking for their i^inions in the matter. He received thirty-six 
replies. The wording of those replies, of course, differed but in their substance all 
were in fundamental agreement with the statement from MsusschuecttH, that 
the commission had proved its usefulness and was here to stay. 

There are, to be sure, many i»oblems which have not yet been solved. One 
of the most important of these is probably the adoption of a uniform and com- 
prdiensive scheme for the valuation of utility prop er ti e s . There is an almost 
universal tendency to restrict the right of utility companies to earn more than a 
stated return on the present value of their properties as going concerns. It is 
thus of the utmost importance to the investment bankers that thqr be aUe to 
form some idea of what valuation will probably be placed by the commission upon 
a p roper ty , in order that they may judge to what extent the securities of the 
company may be safely issued. 

As yet the questicm remains in a cboatic condition. The various comnussions 
have contributed little hdlpful thought on the subject, due largdy to the limitations 
of the cases presented to them and the fact that oounsd when appearing before 
them have felt that they must be guided by the peculiar exigencies of eadi case^ 
and not attempt to present the subject of valuation beyond its rdation to the 
particular case under consideration. Strictly on its merits, therefore^ neither 
angle of the question has obtained a full presentation. Public utility operators 
have very varying views on the subject and engineers are more or less hampered 
by the varying purposes for which th^ are asked to make valuations. Rephce- 
ment value seems still to be the best guide the investment banker has as to the 
value of properties for loan purposes, provided always of course that the properties 
are reasonably productive^ are permitted to earn a fair return on the cost of rqno- 
duction, and have been reasonably maintained. This method has its serious 
drawbacks. By reason of the changes wrought by the war the prices to be used 
in figuring replacement values have become a new and very difficult problem. 
At best this method is only what has been aptly termed an "intelligent goesi^** 
but it is perhaps the most "inteDigent guess" that has so far been arrived at. 
Perhaps in time the commissions may evolve a new and better system. It is a 
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question of the utmost importanoe to investment bankers and one whidi should 
receive their earnest attention. A sub-committee is studying this question and 
will report on it shortly. 

Many other i^oblems are constantly coming up for sdution. TVith the re- 
adjustment of commodity prices has come a temporary lowering of costs of labor 
and essential materials* but it is as yet by no means certain that this is not a mere 
temporary condition so far as the utility business is concerned. It is, therefore, 
necessaiy to these utilities that they be allowed to maintain their present rates to 
cover previous losses in operation and to re-establish a credit for the carrying on of 
the large construction program which has been deferred for the past four years. 

It is gratifying to note the acceptance of these facts by the regulatory bodies, 
and a far better understanding by them of utility problems. The reguUtion of 
utilities 18 upon a broader and more comprehensive basis with wider recognition 
of the influence of fair treatment leading to the profitable operation of the utility 
upon the wdfare and devdopment of the community served. 

CONCLUSION 

It win thus be seen that the public utilities have come satisfactorily through 
a year of general depression and that during the year progress has been made by 
the various groups affected by the industry— operators, investors and the public 
served — toward a more complete realisation of the fundamental unity of their 
interests. In particular the state commissions are arriving at a steadily clearer 
understanding of utility problems and are rendering valuable assistance toward 
their solution. All these factors have tended to increase public confidence in the 
industry and puUic utility securities are returning to their old favor with 
invealon. 

H. M. Addinbclu Ckairwum 

Mr. Peiree (continuing) : Now gentlemen, the Federal Power 
Commission, has brought in a recommendation for allowance of 
rates that to me is I think one of the most vicious proposals that 
has ever been made by a regulating body. They granted a rehear- 
ing this week. 

We have about ten minutes and I do not believe it possible 
Mr. President, to discuss this in ten minutes. It is a thing that is 
vital to every man dealing in securities, and if we have a Federal 
example as to such a rate of return it will counteract all the work 
that has been done by the public service commissions in the last 
five years to get an adequate return for public utilities. We must 
understand it thoroughly and we must discuss it and take action 
on it. 

The PresiderU: Mr. Peiree, I think it will be very unfortunate 
if we have to take the matter up in so short a time. I think it will 
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be better to adjourn iintO tomorrow moming and I wish aU of the 
members here will keep it thorou^ily in mind and be present the 
first thing tomorrow morning. We have a very heavy as weD as 
a very interesting program for the forenoon, and we want to be 
sure to get through with it at noon, so as to give you the after- 
noon tomorrow. 

We will stand adjourned until tomorrow moming. 



TUESDAY MORNING SESSION 

NOVEMBER 1. IMl. 

The President: Gentlemen, when we closed the meeting yester- 
day afternoon, we were right in the middle of the program relative 
to public service securities. That b a matter which ought to be of 
great interest to the members of the convention, and I don't want 
to take it up until more of them are present, and for that reason 
I am going to take up several formal matters, and get them out of 
the way first. 

On the program this moming there is scheduled to be heard 
the report of the Irrigation Securities Committee, and Mr. Harri- 
son, the Chairman of that committee, who is of the Anglo and 
London Paris National Bank of San Francisco, has prepared an 
excellent report which is very germane to a situation which the 
Association cannot ignore in the next few years. Everybody who 
knows anything about the development of the particular part of 
the west where irrigation is needed knows that the irrigation dis- 
tricts are bound to develop in the next few years, and in appointing 
this committee, the Association planned to have a committee 
which would carry over this period. This report is largely tech- 
nical in its outline of the matter it presents, and unless there is 
objection from the floor, it will not be read this morning but it will 
go into the record and everybody will have a chance to see it. 
Without objection the report will be adopted. [The report was 
adopted without objection.] 
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REPORT OF IRRIGATION SECURITIES 

COMMITTEE 

The present Irrigation Securities Committee of this Association was organized 
very shortly before the opening of the sessions of the legislatures of those western 
states wherein irrigation is extensively practiced. So short, indeed was the time per- 
mitted us that it was deemed useless to attempt the passage in any of these states 
of a new and model irrigation act. Our efforts, therefore, were directed, in each 
of the states in which irrigation is an important factor, to secure the passage of 
certain desirable amendments and additions to their existing laws, and to prevent 
the passage of laws which could have no other effect than to weaken irrigation 
securities. 

Your Committee has confined its study and its efforts to the so-called "Munic- 
ipal Irrigation" district acts. The securities of water districts and mutual water 
companies are only occasionally presented for consideration, and the securities of 
privately owned irrigation companies seldom appear on bond dealers' lists. The 
fundamental reasonableness of the municipal irrigation district type of bond for 
the financing of water development, and the success both of this development and 
of its financing in the western states, where irrigation is extensively practiced, 
practically assures that most of such financing in the West wiU henceforth be 
through this type of bond, and justified us, we believe, in devoting our attention 
to it exclusively. 

Of the western states practicing irrigation, Oregon, Utah, Arizona, Nevada, 
Idaho and California now have State commissions endowed with restrictive and 
supervisory powers, more at less broad. In all of these states, validation of irrigation 
district securities for investment of savings and trust funds, is in the hands of such 
Commissioners. 

Without going extensively into legal and practical phases of state supervision, 
it may be said that this feature, coupled with the fact that these bonds are payable 
out of taxes, gives them the same essential qualities as those possessed by other 
municipal bonds. 

State supervision is effective at several stages of the progress of an irrigation 
district. The scope of the power and responsibility of the State commission is 
practically the same in all these states. After the district has been organized and 
before any work has been done or any obligations assumed, the State commission, 
composed of the State Engineer, the Superintendent of Banks and the Attorney- 
General, must examine the proposed district with particular regard to the following 

points. 

VnocmDVBX Fob Csbtdication Or Dibibict Bondb 

Section 1, Whenever the board of directors of any irrigation district or the 
board of supervisors of a drainage district organized and existing under and pursu- 
ant to the laws of the state of Oregon shall, by resolution declare that it deems it 
desirable that any contemplated or outstanding bonds of said district including 
any of its bonds authorized but not sold, shall be made available for the purposes 
provided for in Section 7 of this act, the board of directors shaU thereupon file a 
certified copy of such resolution with the commission hereinafter provided for. 
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Section g. Such commission on reodpt of a certified copy of such resolution 
shall, without delay, make or cause to be made an inyestigation of the affairs of the 
district and report in writing iqxm such matters as it may deem essential and 
particularly upon the following points, in case the application is filed by an irrigation 
district. 

(a) The supply of water available for the project and the rif^t of the district 
to so much of the water as may be needed. 

(b) The nature of the soil as to its fertility and susceptibility to irrigation, the 
probable amount of water needed for its irrigation and the probable need of drain- 
age. 

(c) The feasibility of the district's irrigation system and of the specific project 
for which the bonds under consideration are desired or have been used, whether 
such system and project be constructed, projected or partially completed. 

(d) The reasonable market value of the water, water ri^ts, canals, reservoirs, 
reservoir sites or other irrigation works owned by such district or to be acquired or 
constructed by it with the proceeds of any such bonds. 

(e) The reasonable market value of the land included within the boundaries 
of the district. 

(f) Whether or not the aggregate amount of the bonds under consideration* 
and any other outstanding bonds of said district* including bonds authorised but 
not sold, exceeds fifty per centum of the aggregate market value oi the lands within 
said district and of the water, water rights, canals, reservoirs, reservoir sites and 
other irrigation works owned or to be acquired ot constructed with the proceeds of 
any of said bonds, by said district, as determined by paragraphs (d) and (e) 
of this section. 

(g) The numbers, date or dates of issue and denomination of the b<Mids, if 
any, which the commission shall find are available for the purposes provided for in 
section 7 of this act and, if the investigation has covered contemplated bonds, the 
total amount which the district can issue without exceeding the limitation expressed 
in paragn^ih (f) of this section; and the following in case the application is filed by 
a drainage district: 

(h) The nature of the soil as to its. fertility and productivity after drainage. 

(i) The feasibility of the plan of reclamation. 

(j) The reasonable market value of the works owned by such district or to be 
acquired or constructed by the proceeds of any such bonds. 

(k) The reasonable market value of the land included within the boundaries 
of the district. 

(1) Whether or not the aggregate amount of the bonds under consideration 
and any other outstanding bonds of said district, including bonds authorised but 
not sold, exceeds fifty per centum of the aggregate market value of the lands within 
said district and the reasonable market value of the works owned by such district 
or to be acquired or constructed by the proceeds of any such bonds as determined 
by paragraph (j) and (k) of this section. 

(m) The number, date or dates of issue and denomination of the bonds, if any 
which the commission shall find are available for the purpose provided for in section 
7 of this act and, if the investigation has covered contemplated bonds, the total 
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amount of bonds which the district can issue without exceeding the limitation 
expressed in paragraph (1) of this section. 

Section S. The written report of the investigation herein provided for shall 
be filed in the office of the Secretary of State and a copy of said report shall be 
forwarded by the conmiission to the secretary of the district for which the investi- 
gation shall have been made, and if said commission shall have found, as set out in 
said report, that the irrigation or drainage system of the district and the specific 
project for which the bonds under consideration are desired or have been issued, 
whether such project be constructed, projected or partially completed, are feasible 
and that the aggregate amount of the bonds under consideration and any other 
outstanding bonds of said district, including bonds authorised but not sold, does 
not exceed fifty per centum of the aggregate market value of the lands within said 
district and of the water, water rights, canals, reservoirs, reservoir sites and other 
irrigation or drainage works as the case may be, owned or to be acquired or construc- 
ted with the proceeds of any such bonds by said district; the bonds of such irrigation 
or drainage district, as described and enumerated in said report filed with the 
Secretary of State, shall be certified by the Secretary of State as hereinafter 
provided for. If the commission shall be notified by the board of directors of any 
district, whose irrigation or drainage system has been found in such report to be 
feasible, that the district has issued bonds and the commission shall find that said 
bonds are for any project or projects i4>proved in such report and that the amount 
of said bonds does not exceed the limitation stated in said report the commission 
shall prepare and file with the Secretary of State a supplementary report giving 
the numbers, date or dates of issue and denominations of said bonds, which shall 
then be entitled to certification by the Secretary of State as hereinafter provided 
for. Subsequent issues of bonds may be made available for the purpose specified in 
this act upon like proceedings by said district, but after any of the bonds of an 
irrigation or drainage district have been enumerated and described as entitled to 
certification by the Secretary of State as herein provided for, it shaU be unlawful 
for that district to issue bonds that will not be entitled to such certification. It 
is hereby made the duty of the Secretary of State to provide for filing and preserving 
the reports mentioned in this section and to make, keep and preserve a record of 
the bonds certified by him in accordance with the provisions of section 4 of this act, 
including the date of certification, the legal title of the district, the number of each 
bond, its par value, the date of its issue and that of its maturity.. 

Section 4. Whenever any bond of an irrigation or drainage district organised 
and existing as aforesaid, including any bond authorised in any such district but 
not sold, which shall be eligible to certification by the Secretary of State under 
section S of this act, shall be presented to the Secretary of State, he shall cause to 
be attached thereto a certificate in substantially the following form: 

I ,Secretary of the State of Oregon, hereby certify 

that the within bond No of the District, 

issue (insert date), is in accordance with an act of the 

legislature of Oregon approved a legal investment for 

all trust funds and for the funds of all insurance companies, banks, both commer- 
cial and savings, trust companies, and bonding companies and any funds which 
may be invested in county, municipal or school district bonds, and it may be 
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deposited as security for the performance of any act whenever the bonds of any 
county, dty, school district or other municipality may be so deposited, it being en- 
titled to such privilege by virtue of an examination by the state engineer, the at- 
torney-general and the superintendent of banks of the state of Oregon, in pursu- 
ance of said act. The within bond may also be used as security for the deposit 
of public money in the banks of said state. 

In the event of a favorable report from the conmiission, and not otherwise, 
the bonds of the district, when they are issued, are certified as legal for savings 
bank and trust investment. No further bonds may be issued without the per- 
mission of the conmiission. 

In some states directly and in other states indirectly, through its power to 
certify district bonds, the conmiission has power to prevent the use of irrigation 
district funds in any manner other than that for which it has been obtained. 

State supervision has proved a valuable feature in stabiliaing the activities of 
irrigation districts and in standardising irrigation district bonds. In fact, it may 
be said that in none of the western states, where irrigation is extensively practiced, 
do the bond dealers handle any other than bonds which have received their proper 
certification. 

This feature of the irrigation district laws makes practically impossible the 
sort of fly-by-ni^t irrigation promotion which was a great many years ago, so 
harmful. In the future, no step in the direction of further stabilisation should be 
neglected, to the end that the very fact that the bonds of an irrigation district are 
offered for sale will carry with it the implication that they are soundly based on 
approved values. 

Your Conmiittee is not able to accompany this report with the various legis- 
lative acts of the recent legislatures, for the reason that in no case has the official 
printing been conq>leted. 

In its work before the various legislatures the Conmiittee has had in mind 
certain essential considerations, to-wit: 

(1) That to broaden the market for these securities and to help overcome a 
prejudice of years' standing, the elimination of the word "Irrigation" from the 
names of the districts was necessary or, in any event, highly desirable. 

(2) That a strong central state supervision and approval is the greatest 
assurance of the inherent strength of the districts' securities. 

(8) That subject to such supervision, the greatest possible latitude should 
be given the district in entering into engagements of various kinds and in market- 
ing their securities. 

(4) That securities should not be issued by a district without the payment 
thereof being assured by mandatory tax or assessment provisions; and that every 
effort should be made to strengthen the assessment provisions of the statutes. 

(5) That any change in the statutes or the enactment of new laws, for which, 
there seemed no sufficient reason, as well as changes actually harmful, should 
be opposed. 

(6) That uniformity and standardisation in the districts and their securities 
was more desirable to prevent actual confusion and uncertainty in the minds of 
the investing public. 
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(7) Tliat tlie functions of an irrigation district should be limited to supply- 
ing water for irrigation purposes. (Excepting where the generation of hydro- 
electric power as a by-product, to be disposed of under contract to distributing 
companies at wholesale appeared desirable.) 

While it is impossible at the present time to tell in detail what have been the 
results of our work, it may be said in a general way that strengthening amendments 
were secured in California, Utah, Nevada and Arizona, and the four last named are 
particularly to be commended for the creation of commissions along the lines of 
the California and Oregon Bond Certification Commissions. In these states the 
newly created commissions are given powers substantially the same as in the case 
of California and Oregon. 

California, Arizona and Utah are now empowered to use the name "Water 
Conservation" instead of Irrigation. This change in title is based upon the 
thought that the general investing public is not prejudiced against the practice of 
artificially watering agricultural lands, nor is it prejudiced against securities 
issued to accomplish such purpose, if the same are authorized under really depend- 
able laws and amply secured, but is prejudiced against the term "Irrigation." 

Your Conmiittee feels that its work of the present year has not been of as 
much value in the actual legislative results accomplished as in the fact that it has 
definitely established a policy. This policy, we believe, should be followed year 
by year and with increasing vigor, and have in view, definitely and consistently, 
the fact that irrigation district bonds are becoming increasingly important in the 
field of investment. It follows that the investment bankers must, just as con- 
tinuously and consistently, work to make the securities strong. 

California has been longest in the field with the Municipal Irrigation bonds, 
some of its oldest districts having been in successful operation more than 80 years. 
Oregon and Utah are following in the steps of California, using practicaUy the 
same law as California, except in a few instances where they have profited to the 
improvement of their laws by California's experience. The results in these states, 
and especially in California, where time has been sufficient to make a just estimate 
of results, have been firmly to establish the Municipal Irrigation District type of 
bond. 

The power of taxation is the basis for repayment of loans secured with which 
to construct such systems, and it would seem that in a given community a tax 
levied pursuant to law for such a purpose is just as certain of collection and pay- 
ment as a tax levied for city, county or school requirements. 

There is no priority of lien of a tax levied for one purpose over a tax levied 
for another purpose. 

It b conceivable that under any law on the books of any state enacted for any 
purpose, bonds may be issued which are undesirable from an investment stand- 
point, but as dealers in investment securities, members of the Investment Bankers 
Association of America are endeavoring to choose those issues which are un- 
questionably worthy. 

Irrigation District bonds, in common with all other forms of investment, 
should be selected with intelligent discrimination. The safety of such bonds 
depends far more upon the tax-paying ability of the property owners than upon 
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I fy i l fttio p which picKribet the taz-|Mi7iiig oUigfttioii. Said Ux-payiag mbility 
in turn depatdn upon: 

(1) Location 

(2) Natural advantages 
(S) SoU 

(4) Drainage conditions 

(5) State of cultivation 

(6) Population 

(7) Nature oi crops 

(8) Sufficiency and source of water supply 

(9) Type and condition of system 

(10) Present and future cost of water per acre per annum, and 

(11) Future bond issuing necessities, etc, 

but so does the safety of bonds, issued for anif olher purpoMe depend, in a large 
measure, upon the identical conditions above set forth. 

Many instances may be cited of dealers who have refused to consider Irrigation 
District bonds, either because they were ignorant of them or because they were 
prejudiced against them or because they did not regard them as having been 
sufficiently seasoned, and who have not hesitated to buy the Municipal and School 
District issues of towns within irrigation districts. Yet the municipality or 
school district mi^t well be unable to meet its obligations if the irrigation district 
in which it was situated should be unable to meet its obligations, the tax-paying 
ability of such municqMtlities and school districts being definitely mad exactly 
limited to the tax-paying ability of the irrigation district; to illustrate: 

In a certain entirely arid locality, fifty thousand people and all property values 
depend upon the irrigation systems. Without the existence of the irrigation 
district there would be no town, and without the ability to pay the irrigation taxes, 
the people would be without the ability to pay any other taxes. 

Such instances as this confirm your Committee in its belief that constructive 
work to insure the worthiness of Municipal Irrigation District bonds and further 
constructive work to assure that their worthiness nuiy become a matter of general 
knowledge in the investment field, is very desirable, and this conclusion is not 
reached entirely from the standpoint of the irrigation districts themselves, nor of 
the western states alone, but from the standpoint of progress of our country in 
general. Thousands, indeed millions, of acres of land are today idle or but partly 
productive. With the addition of a constant and certain water supply, these idle 
and partly productive lands can be brought to the hi^est state of cultivation and 
production. This means, not alone a great increase in primary wealth, but it 
implies a much greater increase in other business. 

Concluding this report, and particularly to disabuse the minds of many 
eastern dealers, it should be said that irrigation district bonds of the type de- 
scribed are not land selling or cobnisation schemes. In frequent instAnces where 
the various State commissions have permitted the certification of irrigation 
district bonds, it has been necessary to establish the fact that the lands upon 
which the bonds are a lien are all under cultivation and peopled with a sufficient 
number of farmers to insure that best and most complete use may be made of the 
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wster fysteiii. The fanners themselves orgpuiise every districtt and only by thor 
votes are the bonds issued and the money spent. They have a durect and immedi* 
ate interest m seeing that the money is spent to its greatest advantage. 

This fact wholly differentiates the modem Municipal Irrigation District from 
the old irrigation promotion plans which originally created the prejudioe against 
Irrigation Bonds. 

Respectfully submitted* 

J. W. Habbibon, Chairman. 

The PresiderU: Mr. Peirce» are you reac^ to go ahead with 
your program? 

Mr. Peirce: Gentlemen, Federal Power Commission business 
will require a resolution to be passed by this convention. This 
resolution was approved by the Board of Governors, but I think 
that this question is of too vital importance to be determined by 
a handful. With the consent of your Pk^sident I am going to let 
that wait for a little while and take up the first topic in this discus- 
sion this morning — '*What can be done to assist in the restoration 
of street railway credit?" It seems to me to be a pretty sore 
subject. The street railroads have been classed as public utilities 
and this discussion has been put in charge of the Public Utility 
Committee. Personally, I don't think the street railroad subject 
belongs to public utilities any more than irrigation district bonds 
do under municipal bonds, but here it is. You might as well take 
it up and ventilate it. 

The street railroads have su£Fered during the last few years 
from a number of troubles. I think the principal one is that the 
street railroads in the city are the pet target of the municipal 
politician and the cheap demagogue. It is something that every- 
body uses. It runs in front of everybody's home or place of busi- 
ness, and it is something that they can shoot at to make a popular 
appeal to the imthinking. 

That, to my mind, is the first and primary cause of the troubles 
with street railroad companies. They have not been willing to 
give the companies a fair chance. 

The second trouble is the fact that in so many cases the five 
cent fare has been one of the conditions of the franchise. 

The third trouble has been that under the old franchises the 
street railroad company has been compelled to pave either the 
entire width of the street or that portion of the street between the 
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tracks and on each side. When those franchises were issued the 
modem street pavement of a heavy concrete base with an asphalt 
surface was practically unknown. The usual street paving was a 
cobble stone tamped down, a very simple matter. The obligation 
incurred and accepted by the street railroad company under those 
franchises has become through the development of the paving 
and the heavy rail a burden that was far greater than was ever 
intended by the bodies who issued the franchises or by the com- 
panies who accepted them. So those were the three fundamental 
causes of street railroad trouble. I see here today men who were 
selling street railroad bonds in those days when street railroads 
were popular. I see other men here who are so young in the busi- 
ness that they never conceived that a street railroad company 
could be solvent and the bonds could be good. I would like to have 
a discussion from both sides. Will somebody volunteer? Mr. 
MacGregor, you come from Pittsburgh. We would like to hear 
from you. 

Mr, MacGregor (Glover & MacGregor, Pittsburgh): I was 
trying to get Mr. Crist to say something on the street railway 
situation there. We have had in Pittsburgh just about the same 
kind of situation they have in a good many cities. The railway 
company has been in the hands of a receiver for two or three years. 
We have now an eight cent fare. The Pittsburgh Railroad Com- 
pany comprises about 350 miles of line in Allegheny, Beaver, 
Washington and Fayette counties. They increased the fare first 
from five to six cents and then to seven and one-half cents, and 
now it is three fares for a quarter. I understand in the last year 
they have probably made about a million or a million and a quarter 
dollars. They have a plan out for the reorganization of the com- 
pany and it is on a basis of sharing the profits, if there are any, 
with the city, and it looks as if they might be able to get the 
situation worked out in a fairly satisfactory manner. They have 
had a reduction in operating costs largely through a cut in wages 
and the purchase of material at a lower price. Up to date the 
newspapers have not been agitating a return to a six cent fare or 
a five cent fare, but of course that is likely to come at any time. 
Mr. Arthur W. Thompson, President of the Philadelphia Company, 
is the originator of the plan for refinancing the companies and 
getting them out of the hands of the receivers. They have been 
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paying interest on practically all of the underlying bonds for at 
least two years. Sometimes they are about six months behind in 
paying their coupons, but so far as I have been able to judge I 
think the situation in Pittsburgh is better than it is in some other 
cities, largely from the fact that they could get a rate of fare that 
was demanded by the cosjb of operations, sinking fund, and interest 
requirements. [Applause.] 

Mr: Warren (Stone & Webster, Inc., Boston) : Mr. President, 
we have been asked what could be done to help street railroad 
credit. I think it is a thing we all have a great deal of interest in 
because we have all sold bonds of street railroad companies first 
and last. Stone & Webster's experience goes back over a period of 
about thirty years in the public utility business, and I am sorry to 
hear Mr. Peirce say that street railways have got to the point where 
we don't want to include them among the public utilities. As a 
matter of fact, in the public service we are giving a great many serv- 
ices that are absolutely essential to the public. One of these is 
a street railway service. It is a transportation service, and that 
transportation is absolutely essential to the larger communities. 
Looking back over the street railways we can see a great many, 
especially in the rural districts, which should never have been 
built. In the cities, especially in the congested cities, there is 
no question in our mind about the essential quality of the business 
and the fact that that business is growing. We have made a very 
careful study, going back over five years, ten years and fifteen 
years, with the idea of seeing what the automobile has done to 
street railway service. 

Th«re is a popular notion that the automobile has driven out 
the street railway. The history of the automobile goes back about 
fifteen years. If we look back about fifteen years, we will find a 
very few automobiles, so fifteen years covers automobile competi- 
tion almost. We find the per capita riding in automobiles in every 
city in which we operate, I mean riding in street cars; that the 
riding today per capita b greater than it was five years ago, and 
very much greater than it was ten years ago, and greater still 
than it was fifteen years ago. In other words, the demand for 
service per capita is greater today than it was in any of those three 
periods, and our business covers a good cross section of the country. 
There is another element in the business that stands out very 
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strongly for credit companies and that is the business of street 
railways is probably the most stable business of any of the public 
utilities, looking at the number of passengers carried. In good 
times and bad there has been the same steady growth and a better 
growth in the street railway business than in any other class of 
public utilities. Mr. Peirce pointed out three main reasons why 
the street railway has had hard sledding during the war period, 
and they could probably be boiled down to almost one reason, and 
that is that the five cent fare is not adequate for operating expenses. 
When we went into the war one member of the firm said that the 
sudden increase in the cost of living will be a Grodsend in disguise 
for the street railway situation, and he could see farther than I 
could. I could not see that because it looked like trouble and 
nothing but trouble to me, but as a matter of fact looking back as 
far as 1908 or 1909, after we reached the peak of a street railway 
credit, the nickel was getting smaller and smaller, and I remember, 
I think it was in 1910, there was a long article came out about 
the shrinking nickel, but the shrinkage was veiy, very slow; it 
was imperceptible, and then when the war came on the nickel 
went down very fast, and it was one of the best things that ever 
happened in the street railway industry in years, because it caused 
every manager to look for new economies, and great progress has 
been made along this line in the last five years. 

We have a company that was one of the first to use that car that 
has been able to go right straight through and maintain its credit 
and pay ten per cent dividends on common stock. We ought to 
spread this good work. We have sold railroad bonds, some 
preferred stock, some common stock. The weight of that industry 
must be maintained, because it is not the street railroad business 
but the transportation business. In other words, there isn't a 
company in this country running street cars on rails today that 
has to stick to those rails if some other method will give that service 
better. It possibly cannot be done in the cities, but it probably 
can be done and is being done in outlying districts cheaper and 
better by busses, but the fundamental thing to remember is that 
the street railway business is one of the most stable businesses in 
the world. It is not going to blazes. We must give the service; 
the public demands that service and we have to finance it and do 
it on a sound basis. I thank you. 
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Mr, Peirce: I would like to have Mr. Paul Sinsheimer come 
up and give us a word or two of his experience. Gentlemen, this 
is a new member. He was for six years bond expert of the Califor- 
nia Railroad Commission. 

Mr. Sinsheimer (Mercantile Trust Co., San Francisco) : Mr. 
Chaiilnan and Mr. Peirce, I think that I am pretty apt to agree 
with the last speaker in so far as he took the position that the street 
railway is here to stay. The automobile has not displaced it and 
passenger traffic is increasing. It is my opinion that the street 
railways have gone through, or are now going through, their most 
difficult period. As Mr. Peirce has said to you, I have been, to a 
certain extent, on both sides of this question, and I may speak a 
bit frankly. I speak entirely without preparation or knowledge 
that I would be called upon and I hope you will understand it is 
simply with the idea and hope of throwing some light on this very 
difficult situation. I think some of the difficulties are due not so 
much to the public, but to the street railways themselves. I think 
if we look back over the histoiy of some of the street railways in 
America, with which I think all of you are more or less familiar, 
we will see instances where, over a long period of years, the street 
railways themselves have not done justice to the public, and when 
the time came that they, in turn, asked justice from the public, 
the public has been slow to grant it. Now, when this nickel the 
previous speaker referred to began to shrink, the public paid more 
for its bread; the five cent loaf disappeared, but the five cent street 
railway fare continued. In every other line — every other industry 
— the basic nickel or cent was discredited and a new price prevailed, 
but it was a year or two years before the public would grant the 
relief to the street railways, and that was because, I think, the 
public in many cities felt aggrieved because justice had not been 
done the public by the street railways previous to that time. I 
am firmly of the opinion that we are now largely out of that era. 
No one can reach far into the future, but I think the essential 
starting point is the new relationship between the public and the 
street railways, and that relationship should be expressed in the 
franchises. If you will go to your commimities with the enlightened 
vision and go to the public with the proper publicity campaign, it 
is my opinion you will get your franchises, and when you get them 
free from these objectionable conditions we should form something 
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of a partnership where the public takes a share of the burden and 
receives a share of the benefit. There is one further step yet to be 
taken. We have in some places the one man car» but I don't think 
we have yet reached the entire economies that are necessary to 
place the street railway systems in strict accordance with the 
economic conditions of the day. There must be, and there will be» 
additional unification. There will be cheapening of costs all along 
the line. Of course, we have an extremely difiScult situation in the 
larger city of New York, and as long as that remains as it is — in 
football politics — I doubt very much whether we will see the great 
change which we all hope for. I believe every member of this 
Association should give the fullest aid and assistance to those 
trying to work out the problem in New York City, and I think 
when it is once settled the problems throughout the United States 
will be speedily settled on the same basis. 

Mr, Peirce: Now Gentlemen, we may discuss the street rail- 
road subject for the rest of the day, but the President has said that 
the Public Utility Committee must stop at a quarter of eleven. 
Now, on this question of power — the Federal Power Board. They 
are having a meeting now — ^a rehearing on a suggestion for the 
modification of the regulation made by the Power Board. If 
there is anybody who wants to say anything on this subject I 
will be glad to hear from him. If not, I will read a resolution 
that has been passed by the Board of Governors and will ask 
somebody to move its adoption, so that we can send it to Secretary 
Weeks, who we feel can help us very much indeed in securing its 
passage. Is there any question? 

The President: Gentlemen, the meeting is yours. 

Mr. TUloteon (Tillotson & Wolcott Co., Cleveland) : Let us 
hear the resolution. 

"Whebxas. The Federal Water Power Ad cf June 12, IQBO, requiret among 
other things thai provision ehaU be made in lieeneee granted under euehAoli^^ 
a large ffortion cf the profits on the investment cf the Ueensee in excess of a specified 
rate cf return to he named on the UeenseshaU be used to am4)rtiae the ineestment; and 
"Whbrbab, The Federal Power Commission's rules and regulations, 
efeetive June 6, 1921, provide among other things in Regulation 17, as follows: 
" 'See. 3. Speeded rate cf return, — Method cf determining, — A, The 
specified rate cf return upon the actual, legitimate ineestmenl cf a licensee in ang 
project or projects shall, for the purposes cf this regulation, be one and one4uUf 
(lyQ times weighted average annual interest rate payable on the par value cf the 
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bona fide iniereit-bearing dAt of the Ueenaee aetuaUy ouUtanding, in whole or in 
pari, on aecount cfthe project property at the beginning of the period cfamorH»atUm 
and of each calendar year thereafter: Provided, Thai, if at the beginning of the 
period of amortusation or of any calendar year thereafter, the outstanding interest- 
bearing debt of the licensee on account of the projects under license, together with 
any other works or property operated in connection thereufith, is less than 96 per 
cent of the actual, legitimate ineestment of the licensee in said project or projects, 
then and in such event for the calendar year next following the specified rate of re- 
turn shall be two (£) times the legal rate of interest in the state in which the pro- 
ject, or the greater part thereof, is located^ 

"Whsbsab, Sound financing of waJter powers and other public enter^ 
prises necessitates the providing of a large part of the capital from the proceeds of 
stock to the end that the companies may maintain a high degree of credit and thus 
be able to sell their bonds on a low interest basis and always be able to finance the 
necessary facilities to enable such companies adequately to serve the public; and 

'^Whsbbab, The financing of public enterprises wholly through debt 
obligations is under modem conditions usually impracticable and in any event is 
always unsound and dangerous because it necessitates the selling of bonds on a high 
yield basis and places the companies in bad credit, thus hampering them in serving 
the publie and increasing the cost of any service that can be given to the public: and 

"Whsbbas, The above quoted regulation penaliges the development cf 
water powers upon a basis that is safe for the investor and economical from the 
standpoint of the consumer and places a premium upon uneconomical development 
and unsound finance, and 

"Wbxbbas, The cost of money acquired through the sale of stocks depends 
upon many factors besides the amount of bonds outstanding or the effective rate of 
interest thereon; therefore be it 

"RESOLVED, That the Investment Bankers Association cf America 
respectfully caUs the attention of the Federal Power Commission to these facts and 
earnestly request a reconsideration and modification of the regulation above rrferred 
to as being in effect a serious deterrent to the development of the water powers of 
the Nation and injurious to the public interests; and be it further 

"RESOLVED, That inthe opinion of this Association a requirement that 
when earnings equal one and one-half {lH) times the average effective bond interest 
amortization of investment shall begin, is unfair to the investors in the case tf 
properly financed companies and will seriously retard the development of water 
powers, and that this Association earnestly urges the adoption of some standard as a 
basis for determining earnings applicable to amortusation of investment other 
than the effective interest rate on bonded ddft; and be it further 

"RESOLVED, That the Secretary of this AssociaHon be instructed to send 
certified copies of this resolution immediatdy to the members of the Federal 
Power Commission." 

Mr. Peirce: Grentlemen, you have heard the resolution. 
Mr. Moore (Barclay, Moore & Co., Philadelphia) : Mr. Presi* 
dent, I move the adoption of the resolution. 
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Mr. Fenhagen (Robert Garrett & Sons, Baltimore) : I second 
the motion. 

^Vice President Prescott (Preseott & Snider, Kansaa City) : 
Gentlemen, you have heard the resolution, and the motion to adopt 
has been seconded. Is there any discussion? 

Mr. Moore: I would just like to ask whether the experts on 
water power propositions who are members of our Association 
would offer any suggestion for the basis of determining the earning 
capacity which these companies should be entitled to receive. In 
other words, we are criticising the suggestion contained in the act, 
but should not we also go further and offer some constructive 
suggestion as to what should take its place as a basis? 

Mr. Peirce: That has all been taken up, Mr. Moore, in the 
National Electric Light Association, which is handling the thing. 
They simply want the weight of this resolution to help them. The 
standard effective in the West in the California Commission is a 
rate which provides for operating expenses, maintenance, full de- 
preciation, and eight per cent interest on the used and usable value 
of the property without regard to the rate of interest on the debt 
or how much debt there is. In other words, if the property is worth 
fifty million dollars they are allowed a return on the fifty million 
dollars, no matter where the fifty million dollars comes from, 
whether stock or bonds, or how it is provided, if that fifty million 
dollars is invested in the property. Does that answer your 
question? 

Mr. Moore: Well, would it not be well for us to go on record 
endorsing the California plan or some plan of that kind? 

Mr. Peirce: No, because conditions may be different in dif- 
ferent states. That is a matter that is to be left largely to the 
Association to work out on the base average taken. If we are 
going into that question of rate fixing here and valuation you have 
two months' work. 

Mr. Beehe (Harris, Forbes & Co., New York) : I understand 
that the commission has granted a hearing in this matter, and I 
think it would be well to explain the situation to the members, 
before we take action. 

Mr. Peirce: The rush is caused by the fact that the Federal 
Power Commission has granted a rehearing on this question this 
week, and the weight of the opinion of this Association is wanted 

*J<ain A, Pretcott, Vice Prendmi in the Chair, 
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on the improper principles with reference to the rate of return on 
the bonded indebtedness. 

Mr. Beebe: If the resolution is adopted will the subject be 
referred to the Public Service Committee of the Association? 

Vice PreHderU Prescott: It would come up before the Board of 
Governors or be taken up by the proper committee. 

Mr, Pierce: The resolution has been approved by the Board 
of Governors and referred to the Association as a whole for action. 

Vice President Prescott: You have heard the resolution. If 
there is no further discussion those in favor of the resolution say 
Aye. 

(The vote was taken and the resolution unanimously adopted.) 

Mr. Peirce: In going over some of the balance sheets, with the 
comptroller of one of the power companies in California, we have 
given a great deal of consideration to the question of amortization. 
We have prepared figures on it, and we would like to call this to 
your attention for your discussion if you like. On account of lack 
of time I am going to take the meat of the thing rather than the 
whole thing. It bears largely on the question of junior finance, 
and the sale of stocks a^less than par and the amortization of the 
discounts thereon. 

(Here President Osgood resumed the Chair). 

The question of doing a large portion of the financing of Public 
Utilities through the medium of junior securities is becoming 
of more and more importance all the time, but before it can be 
done in any large way, there are two vital points that must be 
safeguarded. ^ 

First, the income of the company must be sufficient and so 
stabilized that the dividends on these junior securities will be 
paid with the same punctuality as the interest on the funded 
debt; and second, the security upon which the issues are based 
must be ample to safeguard the principal. In order to accomplish 
these two things it seems to me to be necessary for the Investment 
Bankers Association of America to use the weight of its influence 
with the various public utility commissions to the end that the 
rates may be adequate not only to pay the dividends, but to 
build up the physical property to the extent thi^there shall be 
at least one dollar of physical property for eacPdollar of the 
junior securities outstanding that may have been jsold to the public. 
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This brings us right to a question which seems to me to be the 
heart of the whole matter, and that is the proper amortization 
of discounts. It has been current practice to amortize the 
discount on an issue of bonds throughout the life of that issue. 
In theory that is probably correct and is not materially harmful. 
But, what about the discounts on Preferred stocks and Common 
stocks? What is the proper period in which the difference between 
the par value of these stock issues and the amount derived from 
their sale should be made up, and how? This, Gentlemen, is the 
question to which I think we should give very serious thought. 

It has been current practice recently when public utility bonds 
are issued to limit the issue at par and the face amount of the issue 
to 75% of the cost of the improvements to be made. Therefore, 
the other 25%, and in addition thereto such discount from the sale 
of the bonds as the company is compelled to stand in order to 
market them, must be made up. Somewhere, somehow, the 
utilities have been called upon to find this money. It is now the 
fashion to provide this from the sale of stock. In most cases it is 
Preferred stock. It is customary to say to an intending investor 
that every dollar he puts into the Preferred stock is represented 
by a dollar of fixed assets, and this is true in most instances. It 
also is true that recently most utilities had to sell their Preferred 
stocks on an 8% basis which, if the stock is a 6% stock, means the 
sale of it at about 75. Ordinarily 8% is all a company is permitted 
by the commissions to earn on the investment. Therefore, there 
is no profit to the company. The earnings do not provide a means 
by which these discounts may be quickly amortized or a surplus 
built up to protect the investor, therefore the result is that there 
is little chance of there being an increase in the intrinsic value of 
the securities of the corporation which are junior to the Preferred 
stock, and which should be the vehicle for providing additional 
equity, and as their market can't improve, their price cannot go up, 
and consequently the price at which the company must continue 
to sell its Preferred stock remains low. Discounts continue exces- 
sive and the vicious circle goes on. 

This attitude on the part of regulating bodies too closely restric- 
ting earnings cannot help but eventually result in two things. 
First, that the sale of junior securities will become increasingly 
difficult at increasingly relatively higher costs of money, and 
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finally that it will become impossible to raise money from that 
source at all because the company cannot afford to pay the price 
which investors will demand where there is regulation of security 
but no assurance that the issuing corporation will have such earn- 
ings as will enable it to administer its financial affairs along those 
lines which experience has shown to be necessary. Those lines 
are, that there should be suflSicient earnings to enable the corpora-, 
tion to lay up for lean years a reserve which may be applied to 
dividends as an assurance against the time, which always recurs in 
every corporation's experience, when earnings will not be sufficient 
to pay such dividends. This reserve, of course, also constitutes an 
assurance of the continuity of the promised dividends upon the 
Preferred stock; and over and above this, there should be earnings 
sufficiently beyond this to make it possible for the company within 
a comparatively short space of time to build up in actual property 
against which no securities can be issued, an equity equal in par 
value to the amount of discount upon its outstanding securities. 

If a company were static, this would be easy, but in a growing 
company where the annual construction requirements run into 
the millions, this has become a grave problem and the cord is being 
drawn tighter each year around the neck of the unfortunate 
corporation. 

This matter of discount upon securities is a very vital one and 
one which I believe has not been given the attention it deserves. 
Your public utiUty commission says that this is given due weight 
in computing the cost of money ascertained through a table which 
is scientifically accurate, and where the company is permitted to 
sell its definite maturity bonds upon a definite basis, this 
amortization has been foreseen and provided for. This reasoning, 
however, overlooks a very important consideration. Assuming 
that a company spends $10,000,000 cash in one year for a new 
development and issues against it $7,500,000 of bonds which are 
sold at 90, the company is in position of having an installed 
property which costs $10,000,000 but against which it has 
received but $9,000,000. $1,000,000 must be provided from some 
source and that $1,000,000 is immediately reflected in floating 
debt. This may temporarily be carried as open accounts and then 
as notes in favor of the vendor, and finally when the vendor must 
be paid, these notes or their successors find their way into the 
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hands of the banks with which the company does business, with 
the result that the company has made permanent capital expendi- 
tures of $10,000,000 and obtained the mon^r thoiefor by using 
bank credit which is a highly improper proceeding as credii must 
never be confused with capital. 

Now, to take a specific case — ^the statement for the year ended 
December 31, 1920 of one of our best known power companies has 
been analyzed. The discount and expenses on the funded debt of 
the corporation at December 31, 1920 stood at $5,088,239; during 
the year the company wrote off $306,537. To ascertain the amount 
of the discount on bonds sold during the year therefore, the latter 
figure is added to their balance sheet figure which gives the total 
of $5,394,776. This figure for December 31, 1919 was $4,574,943. 
It is therefore, apparent that the total amount of discount suffered 
on the bonds sold during the year 1920 was $819,833. The total 
discount and expense on capital stock outstanding at the end of 
the year 1920 was $5,525,155. At December 31, 1919 this figure 
was $4,752,788, an increase in stock discount of $772,367; adding 
the increase in bond discount there is shown a total discount on 
securities sold during the year of $1,592,200. 

Assuming that bonds and stock were issued in an amount 
equal to the cost of the physical properties, the amount derived 
for the sale of such bonds and stock was $1,592,200 less than the 
amount required to pay for the property installed. There are in the 
earnings statement certain items which appear as deductions but 
which do not represent cash outlay. The item of bond discount 
and expense written off amoimted to $306,537 is one of these. 
The company actually earned this amount, made a book charge 
and deducted it from the earning statement, and therefore, it may 
be assumed that they had that amount of cash in 1920 to help 
absorb discount on the other securities. Therefore, we arrive at 
a figure of $1,285,663. Their income account showed net income, 
disregarding miscellaneous adjustments, of $3,919,958. The 
company disbursed as dividends from this account, $3,478,778, 
and were able to carry to surplus $441,180. If this surplus were 
all applicable to assist in the payment for physical property and 
that none of it had to be absorbed as additional working capital, 
which item, however, should absorb some of it, this figure of 
$441,180 could be considered as cash available to be used in 
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absorbing the discount and there then would remain $844,483 of 
discount as to which there was no cash available. 

The income statement shows that there was charged during 
the year to depreciation $2,788,802. Now, we dealers in public 
utility securities have always made a great point about this 
depreciation reserve being invested in additional betterments. 
But, is this true? It has been shown that there must have been 
an amount expended for betterments for which an amount of bonds 
and stock equal to cost of betterments has been issued. However, 
the total cash received from the sale of bonds and stock, the entire 
surplus account and the amortization of bond discount and expen- 
ses are insufficient to complete the payments for such betterments. 
Therefore, to fully pay for these items it will be necessary to take 
$844,483 of the depreciation reserve. Now, it is quite customary 
when analyzing a balance sheet to look at the item of surplus and 
the item of reserve and to say where the surplus and reserve are, 
the statement generally being made that they have been re-invested 
in the property. As a matter of fact it can be shown from the fore- 
going example that last year where there was an apparent surplus 
of $441,180 which might have been said to be re-invested in the 
property, and depreciation reserve of $2,788,302 which, if one 
did not make a too close analysis, might be considered invested in 
the property. As a matter of fact when such analysis is made it is 
shown that the surplus could not have been applied for the pay- 
ment of betterments actually put in place, or applied to additional 
working capital. On the other hand if it is maintained that it was 
applied to one of these things, then the company's floating debt 
must have been greatly increased. It would boil down, in the 
particular case under consideration, to an investment of not to 
exceed $1,943,819 of the depreciation reserve in specific better- 
ments, and with the further result that no specific betterments or 
assets had been acquired through the use and application of the 
surplus account or of $844,483, the depreciation reserve. 

Now, this is an unpleasant subject, but we might as well 
face it frankly because it is a condition which the public util- 
ities conunissioners do not appear to understand, nor to which 
they appear to have given due weight, and it is a condition 
regarding which I think that many of us have been deluding 
ourselves. 



«86 TENTH ANNUAL CONVENTION 

If the foregoing theoiy is correct, and I think it is incontestable, 
it probably would be much better for us to make a strong presenta- 
tion of this situation to the public utilities commissions, and have 
it remedied than it would be for us to refrain from making it for 
fear it might react unfavorably against the ability of corporations 
to finance themselves. Our duty is to the investor primarily and 
then to the corporations who depend upon us for financing, and 
this situation is bound to result in such reaction in any event 
because, in my opinion, if these present methods are persisted in, 
the utilities will have constantly increasing floating debt and the 
time will come when they will not be able to finance any of these 
debts either by the sale of bonds, because the terms of the mort- 
gage would prevent, or by the sale of junior securities, because 
there will be no equity against which such securities may be issued. 
Under present conditions there is little assurance that the surplus 
of the utilities companies represents money actually invested in 
property, and if the depreciation reserve is actually invested in 
specific property, that cannot be an element of added value to 
the junior securities because depreciation reserve is supposed to 
only compensate for the depreciation of the actual value of the 
property. 

What is the remedy? 

Let us refer back for a moment to the example of the company 
that spend $10,000,000 and received $9,000,000 from the sale of 
its bonds and preferred stock. This $1,000,000 of deficiency 
which must be provided should be made up by the sale of common 
stock. It is apparent, however, that after the common stock is 
sold there is no property value behind it. It, therefore, must either 
bear such a dividend as to make it a good speculation, or it must 
be safeguarded, and the only way that it can be safeguarded is to 
build up the property value behind it. Let us assume that the 
$1,000,000 is provided by the sale of common stock at 75. This 
would mean that there must be sold common stock to the par value 
of $1,333,333, against which, as stated before, there is no property 
value. Under present conditions this stock is not salable, but the 
public service commissions must be brought to a point of view to 
regard the discount of $1,333,333 as a construction charge to be 
added to the property value, which is more or less fallacious or it 
must allow the company to make su£Scient earnings to not only 
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pay the interest on the bonds and the dividends on the $2,500»000 
preferred and $1,338,833 common stock, earnings sufficient also to 
provide proper depreciation, but over and above all this, earnings 
sufficient to build up within a reasonable time, say five years, a 
property value of $1,833,333. In other words, it must allow that 
company to earn, in addition to the above items, $266,666 each 
year on additional property, against which no securities, either 
bonds or stock, may be issued. And when something of this kind, 
and only when something of this kind, is done, then can a reason- 
able amount of the financing of our public utility companies be 
properly done through the sale of junior securities, and it seems 
to me that it is the duty of this Association to go on record in such 
a way that we who are financing public utility companies, and the 
companies themselves, may use the findings of this Association as 
the leverage upon the various utility commissions to the end that 
they will take this stand and will permit such earnings and force 
such investments. 

I just brought this matter to the attention of the members so 
that they would give it some thought. 

The President: Mr. Peirce, I don't want to shut off any real 
discussion on this subject because I think it is a rather important 
one, and if any of the members desire to express any opinion on it 
we should be very glad indeed to hear from them. As I said yester- 
day, this is your meeting. You came here for the purpose of 
discussing and threshing out these things on the floor. Does 
anybody else want to speak further on the matter? 

Mr. HanseU (Redmond & Co., Philadelphia): Gentlemen, 
this discussion Mr. Peirce started reminds me of one of the most 
successful securities which we have ever issued and I have never 
heard of it being done before. I thought it might be interesting to 
you. We are interested in the Central Light & Power Company 
which supplies the central part of Pennsylvania with electric light 
and power. We wanted to create greater equity behind our bonds. 
It was at a time when it was very difficult to sell preferred stocks, 
and we could not sell common stock, because all of the common 
stock was held by an estate and you could not buy it. They were 
not in a position to put up any additional money. We issued a 
no par value preferred stock. We sold it at $42 a share to receive 
$3.20 a share for the first year, $3.60 a share for the second year» 
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and $4.00 a share for the third year, and thereafter. Our first 
issue was at $42 a share. During the depression the lowest it ever 
got was $40 a share because the people felt the next year they 
would get a higher dividend if they would hang onto it. We have 
recently issued additional stock at $45 a share, and now the stock 
is $47 a share bid. We are in a position to take advantage of 
whatever the market may be in the street and I think our next 
issue will be around $50 a share. That has worked very well and 
has been very satisfactory to the investor. It has been very popu- 
lar in the district the company serves, because it sells at a popular 
price, and we have sold, I suppose, fifty per cent of the issue right 
in the territory. [Applause.] 

Mr. Hayden (Hayden, Miller & Co., Cleveland) : I would like 
to ask at what value per share, if any, this preferred stock no par 
value could be retired. 

Mr. Hansell: We had quite a problem about that. We made 
it $70 a share. It seems absolutely absurd, but whoever heard of 
a public utility company being liquidated unless it fails? If it goes 
in the hands of a receiver the stock is not going to be worth any- 
thing any way. Otherwise we do not see how it could be liquidated, 
and so we put it at $70. [Laughter.] 

The President: Mr. Sheldon, you look as if you might have 
some ideas on this subject. 

Mr. Sheldon (Lee, Higginson & Co., New York) : I am sorry 
that I look that way [Laughter], but I will agree that that is one of 
the most important things which we can discuss here, and I am 
in accord with Mr. Peirce's paper which he kindly handed me on 
the train. I want to endorse it. 

The President: Has anybody else anything to say? Mr. 
Brewster. 

Mr. Brewster (Russell, Brewster & Co., Chicago) : I can't throw 
any light on the subject. 

The President: Gentlemen, it seems to me the subject is a very 
interesting one, but if nobody wants to discuss it any further we 
will proceed to the next matter on the program, which is the report 
and discussion of the Real Estate Securities Committee. Mr. 
Tillotson is the Chairman of the Committee. [Applause.] 

Mr. Tillotson: Mr. Chairman and Gentlemen, this report 
is short. There are not many questions to be discussed and the 
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report is largely the work of one of the members of the committee. 
I am going to ask Mr. Fox, of Milwaukee, to take charge of it. 
He has a few suggestions he wishes to offer. 

Mr. Fox (Morris F. Fox & Co., Milwaukee) : The report is 
very brief, and is really a summary of the investigations of the 
committee. 
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REPORT OF REAL ESTATE SECURITIES 

COMMITTEE 

The work of the Real Estate Committee has beea confined mostly to eoRespon- 
denoe. No meetings were held, but the Chairman has been in consultation with 
some of the committee members. Several subjects have been discussed, among 
them being 

RxcKNT Laws Concbbninq Relations of Landlobd and Tenant 

These laws may be classified, as follows: 

First : Laws under which the state or its subdivisions engaged directly in the 
business of erecting houses or granting aid to private builders. The laws of North 
Dakota are an example. 

Second: Laws for the encouragement of private building, usually by the 
exemption of new buildings from taxes for a certain length of time. The New York 
statutes are an instance of this iform of legislation. 

Third: Laws modifying the landlords' right to eject the tenant by summary 
process. These exist in practically all states which have had any rent legislation. 

Fourth: Laws seeking to regulate rents and directly interfering with the use 
of property for housing. 

We do not consider that the laws of the second and third classes can seriously 
interfere with the value of real estate securities, although their exemption from 
taxation may cause an inflation of building values, with the consequent disagreeable 
results when the market b over-supplied and the period of tax-exemption is over. 
The members of the Association have due knowledge of these laws and can act as 
their judgment dictates. 

Interference with the right of ejection is rather an inconvenience. The laws 
so far put on the statutes do not undertake to fix the rent, but merely increase the 
length of time that the tenant may occupy the premises after notice to quit. The 
validity of the laws has been sustained in New Y(Mrk and the District of Columbia 
by the Supreme Court of the United States and by the Court of Appeals of New 
York. We do not know whether they have been attacked in other places or whether 
their enactment has in any way affected the value of real estate. 

Laws of the first class, that is where the State and its subdivisions engage direct- 
ly in the business of building houses or grant aid to builders are a menace. Private 
enterprises cannot compete with the Government, which pays its losses out of taxes. 
Such laws would probably be held unconstitutional in most of the states, but where 
the constitutions are amended, as in the case of North Dakota, permitting the state 
and its subdivisbns to engage in private business, they are absolutely valid. The 
North Dakota law has been sustained by the Supreme Court of the United States. 

Laws of the fourth class offer most serious danger to investments. They con- 
stitute an expropriation of the owner's property. We know of no state where such 
laws have been held valid directly, and they would be undoubtedly condenmed* 
except that the court might consider the language used by Justice Holmes, who 
held that in such cases two points were presented. First, whether the laws there 
in question impaired the obligations of existing contracts; and second, whetha the 
legislatures, national and state* had the right to inqiair such contracts under the 
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police power. He said that the laws did impair existing contracts and that under 
the police power the legislatures might do so in spite of the direct prohibitions of the 
Federal constitution. Four members of the court held that the laws did impair 
the obligations of contracts and that for that reason they were invalid. Whether 
the four who concurred with Justice Holmes in holding the laws then before the 
court valid agreed with his reasons cannot be definitely determined, as they did 
not file opinions. It seems altogether probably that they held in accordance with 
the majority of the states that the laws in question did not impair contracts and 
therefore no constitutional question was presented. In his opinion Justice Holmes 
said in efifect that the police power was superior to direct constitutional inhibitions, 
and that, therefore, the laws regulating rents were valid. 

To say that the value of real estate securities alone has been affected by this 
opinion is not correct. It may be argued that the stability of all securities has been 
affected. The mere fact that the recent agitation is against the owners of real estate 
may give a false feeling of security to others. An agitation against the enforce- 
ment of railroad or industrial bonds might deprive their owners of the right to 
collect as effectively as the present agitation against the owners of real estate. 

The Supreme Court of Wisconsin, however, has recently held invalid laws of 
the state regulating rents in the city of Milwaukee. The court declined to pass, 
and expressly reserved the question of whether any such legislation could ever be 
passed, but held that the law, as written, was invalid, on the ground that it deprived 
the landlords of Milwaukee County of the equal protection of the law. This deci- 
sion is a complete rejection of Justice Holmes' theory that the constitution does 
not protect against the exereise of police power, as the right to full protection of 
the law is no higher than the right to pn^>erty guaranteed by the constitutions. 

The questions discussed herein have not been submitted to attorneys for their 
opinions, and are merely laymen's views of the subject. The laws may cause con- 
siderable trouble and we believe that they should have the careful attention of all 
members. 

Another subject which has been discussed is 

EiTBCTB OF Tax Fbbb Sbcurities on Rbal Estate Papkb 

The majority of the members of the Investment Bankers Association of 
America have limited their dealings in real estate securities to bonds issued under 
the Federal Farm Loan Act. They regard these bonds as Grovemment instru- 
mentalities and have been attracted to them because of the alleged Grovemment 
supervision of the loans; the distribution of risk; the convenient form, and the 
exemption from all taxation. These bonds have been regarded in much the same 
li^t as munic^Ml bonds, rather than as farm mortgages. They have, for the most 
part, gone to large investors, because of their tax free privilege. Their low rate of 
interest in comparison with recent corporation and municipal issues, and the small 
profit accruing to the average dealer, has resulted in the situationthat few of them 
have been put into the hands of the smaU investor. 

It is an open question, in our judgment, whether the farmers have obtained as 
much relief as they should have had from the Federal Farm Loan Act, but the 
presence of the act, with its tax free feature, has curtailed the market for mortgages, 
and no other satisfactory manner has yet been devised for nuiking farm mortgage 
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paper available to the multitude of small buyers. The capacity of savings banks 
for absorbing farm loans has been curtailed, and insurance companies and other 
large corporate buyers have been attracted to the purchase xk other kinds of 
securities. One prominent member of the association who has conducted a farm 
loan business for over forty years, reports that, whereas his annual turn-over used 
to be about four million dollars a year it is now not more than $500,000 annually. 

It may be said that the activities of the non-partisan league in two of the 
northern states has destroyed the confidence of investors in any paper coming from 
those states, and has added to the acuteness of the situation in the northwest. 

We believe that it is a recognized fact that the farming industry is undergoing 
a severe strain. Farmers, as a class, believe that they are discriminated against 
and are, in the main, discouraged and disgruntled. In view of this condition 
and these sentiments, and in view of the fact that none of us can be truly 
prosperous if our agricultural industry does not prosper, it is urged that all members 
of this Association give earnest consideration to the farmers' financial problems, 
and active cooperation in their solution. 

The situation in regard to dty real estate loans is well known to a large per- 
centage of the Association. It is probable that there is still considerable housing 
shortage, but the industrial d^ression and the return of many thousands of men 
from the congested cities to the country has undoubtedly done something to 
alleviate the situation. There must be considerable building within the next year, 
and capital must be provided for the purpose. Efforts must be made to reduce the 
cost of materials as well as labor, because it is apparent that the present cost of 
building homes is prohibitive to the average dtisen. Much credit is due the mem- 
bers of this Association who have devoted their attention to city real estate loans. 
They have for years concentrated their efforts to this form of business, and made 
their issues convenient in form and denominations, and at rates which would attract 
the small investor who is not subject to heavy income tax. These dealers have 
successfully met the competition of the higher rates recently offered by foreign 
governments and domestic corporations. Having had the wisdom to play for wide 
distribution among small investors, they have not felt the competition of tax-free 
securities in anything like the same degree as have the dealers in farm loans. 

It is true, no doubt, that in many instances the borrower in the city has been 
able and willing to pay a higher rate of interest than the farmer. 

In closing, we might say that your conmiittee wishes to reiterate the statement 
that has been made so frequently upon the floor in recent conventions, that the 
present out-pouring of tax-free securities is a menace both to real estate loans and 
to all forms of business, and we believe it is the duty of the proper conmiittees of 
this Association to continue their aid to secure a repeal of the amendments and 
certain laws which now permit exemption. 

Respectfully submitted, 

E. G. TiLLOTsoN, Chairman, 

Mr. Fox: Now, gentlemen, there are two points which might 
be brought to your attention. The committee gave a good deal 
of thought to warning the members in respect to city real estate 
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paper that they should proceed with very great caution in the 
matter of weighing values. A loan which today represents fifty 
per cent of the cost of construction, if prices continue to go down, 
may, in the course of a year or two or three, represent 125 to 150 
per cent of the cost of production. Consideration of that point is 
an individual matter with each dealer, but the subject is one that 
ought to be brought to your attention for careful thought. 

The other is in respect to the country bank situation through- 
out the middle west at least. The high rates offered by foreign 
governments and corporations have attracted the investment of the 
idle funds of individuals in the small villages, to some extent on 
the farms and that has brought that money to the cities. At the 
present stage of the game the country banker finds himself unable 
to collect from the farmer and he has had to borrow money from 
his city correspondent and to rediscoimt wherever he could. The 
farmer has exhausted his working capital, and now he has to dip 
back into principal. The only effective way that we can see for 
him to dip into principal and pay up his country bank is by the 
borrowing on his part on his farm, which is his capital. The only 
vehicle at hand today that we can take advantage of is the bonds 
of the Federal Land Bank and the Joint Stock Land banks and 
although we are committed to an economic policy opposed to the 
issuance of tax free securities we have a situation that is practical 
to deal with and not a theory. We must get behind the Joint 
Stock Land Bank bonds, and the Federal Land Bank bonds, in 
order that we may permit the liquidation of the loans to the 
country banks that their loans from the city banks may be taken 
up and level up this strain on rural credit and rural capital today. 

The President: Gentlemen, you have heard the analysis of 
the report on the Real Estate Securities Committee. You have 
also heard the comment Mr. Fox has made upon two principal 
situations discussed. Is there anybody who desires to ask any 
questions, make any comment or discuss the matter? He has 
opened a very broad field for you. Apparently, you have covered 
it, Mr. Fox. [Applause.] If without objection the report of the 
committee will be received and filed. 

The program now brings us down to two subjects which will 
consume the rest of the forenoon session. They are very much 
allied, being Fraudulent Advertising and Legislation, which 
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principally comprehends Bine Sky subjects. Mr. Fwihagwi, the 
Chairman of the Fraudulent Advertising Committee, I think, is 
ready to make his report. Mr. Fenhagai. 

Mr. Fenhagen: Mr. President and Gentlemen, the work of the 
Fraudulent Advertising Committee is very closely linked with that 
of the legislative Committee and particularly the Blue Sky 
legislation both of which subjects will be treated h^e later in the 
session. There are certain peculiar phases of the work, however, 
that belong to this committee and it is with these very briefly 
that our report will deal. 
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REPORT OF THE FRAUDULENT 
ADVERTISING COMMITTEE 

During the past year there has been a very much greater realization on the 
part of both investors and investment bankers of the sums of money lost through 
fraudulent promotion. Various efforts, from those of individuals to those of 
national legislation, have been made to cope with this increasingly diflScuIt 
problem. 

Your committee has been in receipt of complaints of members located in 
various parts of the country that certain promotions spread broadcast were fraud- 
ulent in their nature and misrepresented the facts. Efforts have been made to check 
these back to their source and the results have demonstrated to your committee 
that the very best results can be obtained by local groups, possibly with the co- 
Operation of your committee. 

Acting on this theory, all of the sixteen group associations have been asked to 
create F^udulent Advertising Committees of their own organizations, and some 
have already done so. When these organizations are completed and functioning^ 
any member may either write direct to such organization, or perhaps better still, 
to the Chairman of your Committee, who in turn, would take the matter up direct 
with the local association. Being on the ground and with the local atmosphere to 
help them, this committee could undoubtedly do better work than could the 
national committee. 

As another effort to co5rdinate all of the various agencies now working for the 
betterment of financial advertising, Mr. Richard H. Lee, Special Counsel of the 
Vigilance Committee of the Associated Advertising Clubs of the World, was invited 
to appear before the May meeting of the Board of Governors, to tell of their work 
and suggest lines of cooperation. 

Mr. Lee made a most interesting address, and after the meeting a working 
arrangement was made between his committee and your committee by which they 
could compare notes, and in which we would have thrown open to us the facilities 
and machinery of their bureau. 

In passing, it might be said that Mr. Lee's conmiittee has been doing splendid 
work, such as securing a number of convictions of fraudulent promoters, and has 
been the means of stopping newspaper advertising of many others who have been 
about to engage in such fraudulent advertising. 

As already indicated, the large amounts obtained from innocent investors by 
fraudulent promotions has brought the attention of Congress to the subject and 
national legislation is now pending in the House of Representatives. While this 
subject will be treated by the Legislative Committee, idiich has spent much time 
and effort in the matter, it seems only proper to record the opinion of your Com- 
mittee, that national legislation should be along the lines of a "fVaud Act" rather 
than along the lines of the so-called Denison Bill as introduced in Congress, which 
simply perpetuates and puts the national government behind the Blue Sky laws 
of various states. Many of these laws and regulations do not co(Srdinate, and the 
passage of this bill would bring about an almost impossible situation in handling 
legitimate investment business. 
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There is an old saying tsui^t us in childhood th«t "Unless you plant flowcss 
in your garden, weeds wiU grow/' Hie fraudulent advertisers have developed to 
a fine point the art of making their reading material and advertising a most attrac- 
tive flower garden — unfortunately, the flowers are nonous. It seems to your 
committee that legitimate investment houses, could, within proper lines, t^ce a 
lesson from the illegitimate investors, to the extent of making their advertising 
much more attractive in form and feature, while, of course, carefully guarding 
against the eztreme, and sometimes undignified language of the fraud. 

It so happens that we are fortunate at this convention in having a notable 
display of advertising of the investment houses, which will probably do much to 
draw this feature of the business to the attention of our members. But, we hope 
also, that these suggestions made here will lead to discussions on the floor of this 
convention that will put some new thoughts in the minds of many of the members 
who have not followed this branch of the business, and be productive of good re- 
sults. 

Respectfully submitted, 

J. C. Fbnhaoen, Chmrman. 

The PresiderU: Gentlemen, I think it is only fair to say to the 
convention that the very brief and condensed report of the Fraud- 
ulent Advertising Committee is very modest, in that it does not 
begin to express the work that they have done, and I think at the 
outset of this subject that it is perhaps well to let some of those 
who have been active along definite lines tell the convention 
something of the things that have been accomplished. Mr. 
John P. Baer, I think, can give us some expressions on this matter. 
Mr. Baer. 

Mr, Baer (Hambleton & Co., Baltimore) : Grentlemen, what- 
ever I might say I would preface by stating that for fifteen months 
it has been my great pleasure to be quite active in what I might 
term "vigilance work," rather than fraudulent advertising work. 
I agree with Mr. Fenhagen in his report that the best and most far 
reaching results can be obtained by the use of the Group Vigilance 
Committee. I am using the word ''vigilance" rather than ''fraud- 
ulent advertising" as "fraudulent advertising" is only a very small 
part played in the despicable work of the men now going about. 
The advertising might be by newspaper or circular, but it is more 
prevalent by telephone and word of mouth. Therefore, the 
"Vigilance Committee. " There is no question in my mind that the 
investment banker, in his particular community, is the live wire 
of the banking situation in that community. It is up to him to 
handle this matter. In the first place, he is in very close touch 
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primarily with his newspapers. He either knows every newspaper 
man in his section or can become acquainted with him, and can 
secure beyond any question their close co5peration. Right here I 
want to make this very positive, that there is no group of men 
more anxious to co5perate in this work, than the newspaper men 
themselves. In my section our committee has really become a 
censor of newspaper financial advertising. When the newspaper 
in our section is in receipt of an advertisement they do not know 
anything about, they bring it to us to pass on, and I might say we 
do not give snap judgment on it, but we go to every source of 
information that we can relative to the advertiser or to the security 
before making a report to the newspaper. Our committee has 
also become more or less a bureau of information for the banks. 
More than anything else our committee has become what I might 
term a daily reception committee for the hundreds and hundreds 
of people who have been defrauded and the number who come to 
us is only a small minority of those who have been defrauded — 
most people do not care to tell about it when they have lost money; 
they are afraid their friends will laugh at them. 

The investment bankers in this situation have a number of 
reasons for doing this work; first, for their own personal interest; 
second, to save deposits for the banks; and third, to protect the 
people who do not know how to invest, and are led astray by the 
glib tongue of some ''bond artist'' as we might call them. And 
what can these groups do to help along? They can organize but 
they must not have simply a passive committee. Such committees 
must be composed of men who are willing to work and who will 
work. The subject is a big one, and very much depends on it. 
Every executive and every employee in a house must become a 
natural scout to hunt up these rotten situations. We all have 
men who go over our own state and over the states close by us, 
live salesmen who are on the lookout for this kind of thing and if 
they make it their duty to report back to the local committees 
or to the executives of their house, a great deal of good will be 
accomplished in this work. In Maryland, and I think it is the 
same in every other state perhaps, our committee in the course of 
twelve or filteen months has investigated about one hundred or 
one himdred and fifty cases of what seemed to be fraudulent work, 
(not fraudulent advertising as very few are now advertising) 
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fifty-five or fifty-six of these investigated cases have been driven 
out of the state by reason of the fraud act, or have left of their own 
accord as they knew they were under investigation and realized 
that they could not stand investigation. There are two ways of 
going about it, through the means of the Attorney-General's 
office, if it is operating under a fraud act, or by taking advantage of 
a ''Blue Sky law." (Mr. Chairman I will not go into the respective 
merits of the Fraud or "Blue Sky Act** at this time.) There have 
been a number of cases that we found we did not care to take up 
with the Attorney-General, but which we took up with the State's 
Attorney, and had criminal indictment after indictment brought 
against men who were obtaining money under false pretenses, 
working under the guise of security sales. 

Now, my recommendation is that now that we have "groups" 
that each group organize a vigilance committee, and that the latter 
in turn keep in touch with the vigilance committee of every other 
group, either directly or through the agency of Mr. Fenhagen's 
committee; give the name first of all of those they know are doing 
crooked work; secondly of those under suspicion; thirdly, give 
every new name which appears in their territory, by this means 
we can stop these men the moment they alight in outside territory. 
If we do not have this information passed from group to group, 
these men will have weeks in which to work before we get hold of 
them, and they are very secretive in their work, and time is a very 
essential element. There is no better work which each group can 
do than to give its time to this vigilance situation. I will cite two 
examples, but there are many others I know of, and what is 
applicable to Baltimore and to Maryland applies to all parts of 
the country. These men seem to run so far as I can make out to 
the very old and the quite young. It is the old or it is the exper- 
ience of the old that gets under our skins, and instead of putting 
these fellows in jail, or drive them from the state, we feel sometimes 
like going out and licking them good and hard. We had a pathetic 
case of two old people. The man was about seventy-five years 
of age and the woman probably about seventy (Mr. Fenhagen 
doesn't know about this at all as I have not spoken about these 
things even to my local committee) . These old people had accumu- 
lated just sufficient money to enable them to live off the interest 
the rest of their lives in a very quiet way. They owned the house 
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they lived in. In about two weeks or thirty days from the time 
they were first approached all their money had been taken away 
from them, and a mortgage placed on their house and which 
naturally was closed very shortly afterwards. Today these people 
are living in one of the ''Homes for the Aged" in Baltimore, 
and the devil who got their money is having a pretty good time on 
it. The second case was that of an old woman, I don't know how 
old, possibly sixty-five, who had worked all her life, her son died 
and left one boy. She had just enough money to live on, but she 
was very insistent that the boy should go to school. The crook 
obtained every penny of her money and today she goes on duty 
at five o'clock in the afternoon and scrubs floors until 8:00 
o'clock in the morning. The boy, through the doggedness of that 
old grandmother is going to school, but he works up imtil school 
time in the morning and from the moment he gets out of school 
in the afternoon. I know of several other cases where old people 
have been defrauded out of their money, and I know where they 
now work. Gentlemen, we have a very great duty to fulfill in this 
matter, and it is not simply for our own interest, but there is a 
much bigger situation, it is our duty to humanity to help the 
people who do not know how to take care of the money they have 
worked for all their lives and upon which they are depending in 
their later years. We must keep these damnable fellows from 
getting away with it and having a good time on it, while their 
victims suffer. [Great Applause.] 

The President: Gentleihen, Mr. Baer might have gone further 
and told you that he was largely instrumental in organizing a 
corporation in Baltimore which has the support of the bankers 
and the investment bankers and the merchants, which is known 
as the Blue Sky Committee, Inc. This organization has been 
generously supported by the interest we have spoken of, and 
sufficient funds have been furnished it to enable it to conduct 
careful investigations and try to drive out of the state, under the 
Maryland fraud law all people of this kind whose activities have 
been brought to their attention. They are accomplishing an 
excellent work. 

Just at this moment I would like to read a telegram addressed 
to the President from the Tampa Clearing House Association. It 
is as follows: 
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lis Association has waged a successful fight against fake stock 
salesmen which prompts us to urge iqwn you the importance of a 
similar campaign throughout America, led by a committee appointed 
by you. You should ask the Fk«sident of the American Bankers 
Association to appoint a similar committee to work in conjunction 
with your committee enlisting assistance of Clearing Houses, State 
Associations, Rotary, Kiwanis and Civilian Clubs, Chambers of Com- 
merce and all Business Organizations interested in exterminating all 
fakers. Committees should be made permanent and supplied with 
sufficient funds to make fi|^t yigorous and continuous. Bankers 
of America cannot undertake work at this time that will produce 
greater good for all the people. 

Tampa Cubabinq Houbb AaaociAnoN, 

Crablbb a. Faibcloth, Pretident, 

The President: Mr. Wendell, could you tell us something of 
the work that has been done in Chicago? 

Mr, Wendell (Lee, Higginson & Co., Chicago) : We have in 
Chicago, a similar association or organization to that formed by 
Mr. Baer in Baltimore. There it is really an off-shoot of the 
Chamber of Commerce and it is incorporated. We have had a man 
there who has devoted his entire time to this fraudulent work 
and the organization has been supported principally by invest- 
ment bankers. He is connected with the Secretary of State's 
office, which administers the Blue Sky law, and there has not 
appeared for over twelve months in any Chicago paper any ques- 
tionable advertising. These papers have shown wonderful 
co5peration in this work. I think the total amount which has 
been kept out, and I think I state it conservatively, is over one 
hundred and seventy-five million dollars. Today the Tribune 
and the Hearst papers have given up their investigating funds 
and the entire investigation work is done by this little group. We 
have had up there a local central states group on fraudulent 
advertising, or rather a committee looking after this work. We 
have not extended this work yet, as Mr. Baer has done in 
Maryland. We feel that a great deal is being done in this work 
against fraudulent advertising, and I think the next organization 
— we have a new election next week — the new management of that 
group can well afford to take up what Mr. Baer has suggested and 
change the form of that Conmiittee from ''Fraudulent Advertising*' 
to more strictly "Vigilance Committee." Twenty-three men are 
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up this week in Chicago before the court where they are having a 
sort of session in chambers — ^no publicity is given to it. These 
men that we hire, and the prosecuting attorney and the judge, are 
going over the matter with these fellows to ascertain whether 
they broke the Blue Sky law through wilfully doing it or uninten- 
tionally doing it. The week before they had fourteen of them. 

The President: Gentlemen, there is on the program at this point 
an announcement that discussion is to be led by Mr. N. Penrose 
Hallowell, of Lee, Higginson & Co. , Boston. This is on the program 
through misunderstanding. It will be taken up this evening. Now 
we would be very glad to hear from other cities on this point, or 
from any of the groups, with regard to what is being done, if their 
plans are sufiSciently formulated. 

Mr. Wendell: I want to add to what I said a moment ago that 
the work being done by Mr. Davis in Chicago is very much appre- 
ciated in all other sections of the country. I see Mr. Davis two or 
three times a week — ^he is in my office and I go over there — and he 
has almost daily correspondence from local Chambers of Commerce 
all over the country. He has stirred up the Illinois Chamber of 
Commerce which is composed of the little chambers of commerce 
all aroimd, and it extends even away down in New York State. He 
is consulted over and over again by these people, who ask whether 
he has heard of this thing or that, and so forth and so on. If the 
people will go back to their various localities they won't have any 
difficulty in interesting large numbers of people, thus inducing 
them to make the reports asked for by Mr. Fenhagen. 

The PresiderU: Grentlemen, at this point I think it would be 
well to have the discussion on the Legislative Committee's pro- 
gram. Mr. Beebe. 

Mr. Beebe (Harris, Forbes & Co., New York) : Mr. President 
and Gentlemen, the Legislative Committee report, I think, can be 
practically dispensed with by a series of comments. The work of 
the committee is not of the spectacular kind. As a matter of fact, 
a large portion of its work during the past year, as in previous 
years, has been in codperation with various other conunittees, the 
actual work as done by those committees being covered by the 
reports of the respective committees. However, the Legislative 
Committee has concerned itself almost continuously during the 
past year with this so-called Blue Sky and Fraud legislation in the 
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various states and in Washington. The situation in Washington, 
you may remember, was with a so-called Fraud Act which had been 
introduced and referred to the Judiciary Committee of the House. 
We were asked to cooperate in the passage of that Act and to help 
in any way we could to draw a workable Act. However, we found 
great difficulty in getting any assurance that the administration 
of that Act would be so placed as to make it of any value whatever* 
and we felt it would be a serious mistake to pass such legislation 
until we could be assured that when it was on the books it would 
have proper attention. The Washington authorities have been 
interested in the subject continuously, and the BiU which was 
introduced last year was redrawn and was introduced and is now 
lodged with the Judiciary Committee and is waiting largely on the 
disposition of other legislative matters in Washington before being 
brought forward again. In the interim there was introduced a Bill 
which is popularly termed the Denison Bill, which is, in effect, an 
attempt to pass to the Federal Government certain phases of the 
Blue Sky Acts of the various states. Now, this Association from 
the very first has had no quarrel with the attempts of those who 
have tried to find some way to stop this evil. The remarks previous- 
ly made with reference to this subject indicate clearly that there is 
a crying need of some action of a definite nature along these lines. 
The only differences we have are as to how best to accomplish that 
purpose and at the same time interfere as little as may be with 
legitimate business interests. On that point we have had a serious 
difference of opinion. As Mr. Fenhagen's conmiittee has reported 
and our Board has reviewed, our opinion is that there is a better 
way to handle this thing, and we still believe that it is best to han- 
dle this situation by calling it just exactly what it is — ^fraud and 
swindle — and to approach it from that angle. 

Our President has recently had occasion to appoint a special 
conmiittee of which Mr. George W. Hodges is the Chairman, to 
confer with the Conunittee on Interstate Conmierce of the House 
to see if in some way we could co(5perate with the sponsors of this 
latter measure in the attempt to redraft it in such a way that it at 
least would not be objectionable to the interests of legitimate 
banking. Mr. Hodges, will, I hope, speak to you on that subject 
and I think will present a resolution, a resolution which will re- 
quire some action on your part so that the officers of the Associa- 



INVESTMENT BANKERS ASSOCIATION OF AMERICA 258 

tion as well as those with whom we have to deal will understand 
that when we speak we are speaking for the whole membership and 
not a comparatively few. We might speak very briefly on this 
situation as it confronts us in other than Federal matters. The 
District of Columbia has been infested with objectionable offerings 
and the claim is made that the activities of our friends in Maryland 
under the Fraud Act in that state has stimulated their activities in 
the District of Columbia. In other words they do not find it profit- 
able or safe to operate in Maryland but they do find it profitable 
to continue their operations in that nearby point and it is probable 
that that situation will bring about some form of a fraud act in the 
District of Columbia. 

In Massachusetts, following our annual meeting at Boston, the 
officers of the Association, Mr. Osgood, Mr. Hodges and several 
others, were requested to appear before a special commission ap- 
pointed by the then Governor, Governor Coolidge, to look into this 
situation and we gave such testimony as we could respecting the 
experiences of our own Association and members, and what we had 
learned in other sections. The bill, as drafted finally, after having 
had a number of hearings and an opportimity for our own members 
to appear and make suggestions, is really a combination of the so- 
called Blue Sky type of legislation and fraud act as well as hav- 
ing a registration feature. The law has not been in operation long 
enough yet to have given any fair evidence of what may be expect- 
ed under it. It is however of interest to know that practically, I 
think, the first time the administration of the act has been lodged 
in a body and with men who have had by a previous experience 
some fair understanding of what makes a good security and what 
makes objectionable and fraudulent offerings. 

The subject was up again in Connecticut but nothing definite 
was done. In the meantime there has been a sort of rejuvenation 
of a local association there known as ^'Connecticut Security Dealers 
Association." Your conunittee has been in close commimication 
with this Association and as the majority of the members are also 
members of our own organization I have no doubt that we will have 
an opportunity for making suggestions in case any law is seriously 
considered there. 

In New York State we reported last year that legislation Was 
pending in that state. It was finally passed, and the bill was 
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signed by the Governor. It is a little too soon to know what we 
may expect from this act. It is a fraud act but it has some decided- 
ly new features. Officials have claimed under the criminal 
statutes that they had great difficulty in proceeding before an 
actual crime had been conmiitted. They had no power to secure 
evidence or information which would warrant them in taking action 
until the damage had been done. This Act provides a means by 
which the Attorney-General or his deputies may force the giving 
of such testimony. A recent report from the Attorney-General of 
the State indicates on account of pressing matters he had practical- 
ly taken no definite action himself, but he has just appointed a 
deputy who is to give his whole time and attention to this matter. 
We feel in New York, those of us who are quite active in these 
matters, that our own local group can be a great help in seeing 
to it that the new act receives the necessary attention and that 
it is actively administered. While I am not in a position to 
say what the Group has done in the matter I feel sure that we 
can count upon them for some very energetic co5peration along 
those lines. 

In Pennsylvania the matter has been up again and out of a 
mass of suggestions, some of them more or less in conffict in 
different sections of the state, nothing was done, and it was decided 
I think to the satisfaction of everybody in the state, to let the 
matter lay over. It will mean that the matter will not come up for 
legislative consideration for another two years. 

There is a development in Pennsylvania which I think it weU 
to comment on in an effort to stop the evil. There has been an 
attempt on the part of various municipalities to license every dealer 
who is offering securities in each community. The fees are not in 
any single instance of any great moment, but they are a nuisance, 
and if they were multiplied by every community of any size in the 
state they would rapidly become a serious problem for any dealer 
who cared to operate within the state. The local groups are giving 
that matter attention but I am afraid that they are without any 
power to do away with these acts except in so far as we can induce 
the officials to see that the matter is working an injustice. Certain 
features of these acts certain counsel have stated are an interfer- 
ence with the rights of a dealer under the interstate commerce 
rulings and law and the Constitution. 
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Mr. Wendell has commented on the Illinois situation. Our 
members there I understand have been in very active co($peration 
with the officials ever since the law was put into effect some two 
years ago. Following the suggestions made by those who have 
been most actively interested in the matter in Illinois, there were 
some 19 amendments, of which IS were suggested by our own 
associates, which were passed. All of these tend to make it easier 
to do business on the part of legitimate business in the state. 
It is interesting however to note that the tendency b along an 
extension of the exemptions. In other words, as these men who 
administer these laws get into this subject they find that there 
are more and more securities that are of such a nature that they 
are not suspicious issues, if you want to call it that, and while that 
alleviates the situation from the standpoint of our own members 
it does not change the fundamental fact that we still feel that 
the same thing could be accomplished in a better way and cheaper 
way through a different type of law. It is well to note that as 
Mr. Wendell has stated, the press in Chicago has co5perated 
to such an extent that a great deal of the objectionable adver- 
tising matter has been eliminated from the press and that has 
accomplished a great deal of good. I also understand that they 
have had about the same situation in Illinois as they have had, 
we will say, in Maryland, that is, that the activities of the authori- 
ties in Illinois have tended to drive the activities of the crooks 
beyond the limits of the state. 

In Indiana the situation is anything but satisfactory. Those 
of our members who have been most closely in touch with the 
situation there feel that the Commission's regulations, not the 
law itself, under this act are of such a nature that it makes it 
practically impossible for any dealer outside to conduct his 
business in the state except in those issues which are excepted 
from the operation of the law. So I can say that the situation 
at the moment is so impracticable that it must become evident 
to the officials and the people of the state, and so lead to radical 
changes. 

In Iowa a bill was introduced of a very drastic nature but it 
was defeated and the present law through the registration feature 
and the filing of a bond makes it comparatively easy for any 
legitimate dealer to continue business within the state. 
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In Missouri it is reported that the present act is a dead ktter 
and that the activities of the criminal element are such that it is 
entirely likely that some new type of bill will have to be forth- 
coming. I am told that the tendency of the time is to make an 
adaptation of the Illinois law and try it out in Missouri. 

In California our members report that the present act is work- 
ing quite satisfactorily. As a matter of fact here again it is a matter 
of administration rather than the act itself and the cooperation 
of all legitimate banking interests and the press has been such that 
they claim that the results have been really very good. 

In Georgia we reported last year, you may remember, that a 
bill had been passed and signed by the Governor without the 
knowledge of your Committee or in fact of apparently any in- 
vestment interests. It simply is an impossible statute and the 
commission charged with its administration has apparently arrived 
at that same point of view. They in effect invite legitimate people 
to come in there and do business and promise that they will see 
to it that they are not burdened or interfered with. But that does 
not relieve a dealer who does offer bonds in there without comply- 
ing with all the provbions of the Act from the penalties which 
might accrue under that act and I think it behooves every member 
to be careful how he deals in Georgia except in those securities 
which are exempt from the provisions of the act. 

We have, of course, appreciated right along, and that has been 
our purpose in going to Washington in this matter that uniform 
legislation in the various states, some general statute, was advis- 
able. Through the courtesy of our office counsel, Mr. Chapman, 
we got in touch early in the year with the committee on Uniform 
Legislation of the American Bar Association and had quite a 
conference with them. They were not prepared at that time to 
act, I imagine they were without authority to agree to any definite 
action, but they did appoint a special committee and that special 
committee was to report back and it was very evident that the 
members of the committee were quite in sympathy with our ideas 
on the subject and that they were individually in favor of some 
uniformity or whatever uniformity was possible on this subject. 
I have been informed recently by Mr. Hodges who met and talked 
with one of the members of that committee that unfortunately 
they have not taken any definite action. They had I think a meet- 
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ing recently in which it appeared they were not ready to report 
back on the matter to us. 

I do not think there is any need in bothering you any further 
with this formal report and I am sure that you will be very much 
interested in what Mr. Hodges has to say about the situation at 
Washington which is the matter that is taking more of our time 
at the moment than any other phase of the subject. Gentlemen, I 
thank you. [Applause.] 
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REPORT OF COMMITTEE ON LEGISLATION 

Many of the activitiefl of the Legislative G>iiiiiuttee are in cooperation with 
other committeefl and will be covered in their respective reports. TUs report, 
therefore, will be confined largely to legislation dealing with the control of the 
offering of securities. 

In 1920 there was introduced in the House of Representatives a bill looking 
to cooperation with the various states in stamping out the offering and sale of 
fraudulent securities. It was referred to the Judiciary committee of the House, 
and because of divergence of views was not reported out for consideration by 
Congi^sss. A new bill known as H. R. 7868, following the fundamental ideas of the 
bill of the previous year was referred to the Judiciary committee where it is having 
consideration. Our members were made acquainted with the situation and a copy of 
the proposed legislation has been distributed throu{^ the medium of the Bullxtin. 
This bill embodies what the Association has repeatedly adopted as the.conect 
fundamental principle ci security control legislation, i. e., the stamping out of fraud 
and misrepresentation and the punishment of those who willfully disobey the law. 
Your committee is still cl the opinion that it will accomplish more with an equal 
expenditure of time and money, and with the least interference with legitimate 
business than any other type of legislation which has been suggested. Under this 
year's bill it is proposed to place the administration through the Treasury Depart- 
ment, with the Federal Reserve Banks, the prosecutions under it being conducted 
by the Attorney-General's Department. 

There has also been introduced in the House by Mr. Denibon of Illinois, 
(H. R. Bill No. 7215) which in effect wouki enact as Federal Legblation all the Blue 
Sky laws of the various states and the rulings of the various Commissions there- 
under. While the bill no doubt was designed to effect only those detfklers who are 
willfully disobeying state laws, it is in its present form likely to be very serious to 
legitimate dealers. This bill has been referred to the Committee on Foreign and 
Interstate Commerce of the House of which Mr. Denison is a member, and the 
officials of the Association have appeared before that committee and explained at 
length why the bill in its present form was an inadvisable piece of legislation. Mr. 
Denison and the Chairman ci his committee have stated that they will welcome 
any suggestions we have for improvements in the bill, and acting thereunder your 
President has q>pointed a special committee which has been conferring further in 
the matter and the latest reports are to the effect that any menace to legitimate 
dealers will be removed. It is likely that our suggestions will be accepted to the 
point of making the bill one to which we can lend our support as being a constructive 
piece of legislation. 

DSTBICT OP CoLUliBTA 

Recognized investment bankers and banks in Washington have complained 
for some time of the activities of the fakers and swindlers and have contended 
that since the enforcement of the Fi«ud Act in Maryland many of those who here- 
tofore were operating in that state had transferred their activities to the District. 
It, therefore, seems likely that legislation will be necessary to control the objec- 
tionable conditions present there. 
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Massachusbttb 

Following upon the report of the Special Commission appointed by former 
Gov. Coolidge a bill which is a combination of the Blue Sky type, fVaud Act and 
Registration Act has been passed. Our Association has cooperated in every way 
possible in the matter and the individual members in Massachusetts had an oppor- 
tunity of being heard and of making suggestions. As has been the case wherever 
the Blue Sky idea has prevailed the law is very long and complex and is bound to 
be most difficult of practical application. It has been in effect only about two 
months, in which time the only notable headway has been in getting the regular 
dealers in securities to comply with the registration provisions of the Act. Were 
it not for the liberal exemptions on standard securities of recognized worth it would 
seriously interfere with the ordinary course of business, but there is every reason 
to believe that it will be enforced with due regard to the interests of honest business. 
We are informed that already there have been several differences of opinion between 
the Commission and those having to comply with the provisions of the Act but 
which have been worked out apparently to the satisfaction of all parties. It will 
be very interesting to watch the results attained through the enforcement of this 
law as its administration is in the hands of the Public Utility Commission — a body 
which has a good working knowledge of investment security matters. If this type 
of legislation is to be successful in its object it should be attained under all the 
conditions existing in Massachusetts. 

CoNNBcncuT 

Nothing further has occurred in this state but if any further efforts are made 
to pass legislation we will have an opportunity of being heard together with the 
Connecticut Security Dealers Association, whose membership is made up largely 
of those in our own Association. 

Nkw Yobk Statu 

The last annual report dealt more or less at length with the situation existing 
in this state. A bill was finally passed of the fVaud type giving additional powers 
to the Attcnmey-General of the state. It ill too soon to predict results from it as the 
only activit}e8.to date appear to have been the appointment of a special Deputy 
Attoniey-General to take charge of cases coming within its scope. 

PBNiraTLVANIA 

Serious consideration was again given to this matter in the State of Pennsyl- 
vania, but it was finally decided to take no action at this year's session of the legis- 
lature so that the matter will have to go over for another two years, with the 
prospects in favor of very open-minded consideration of the various means which 
might be taken to curb the evil of fraud in the sale of securities. 

Under the guise of protecting the public, but probably more because of the 
opportunity to get a little revenue, several of the communities in the state have 
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passed local ordinances requiring tlie registration cl dealers and the imposing of a 
fee. Counsel have held that the application of these ordinances to thone doing a 
wholly interstate business is probably contrary to the U. S. Constitution. The sub- 
ject is important only from the standpoint of its possibilities for nuisance and 
expense to legitimate business through the multiplicity of similar ordinances in aO 
of the various communities. Both the Eastern and Western Pennsylvania Groups 
of our Association are aware of the situation and inform us that the matter is 
having their attention. 

IlJJNOIS 

Our members who are active in this state have continued to coi^perate with 
the authorities in making the act accomplish the purposes for which it is designed. 
No lesb than nineteen amendments have been passed this year, most ci them at the 
suggestion of the members of our Association, which make it very much easier to 
operate under the provisions of the law. It is interesting to note that these amend- 
ments have to do very largely with an enlargement of the exemptions under the law, 
and that apparently more and more dependence is being placed upon the regbtra- 
tion clause of the act. 

The press has cotfperated in the suppression of a large amount of objecUonable 
advertising matt». 

Indiana 

The Commission's regulations under the new bill in this state are of such a 
nature that it makes it impracticable for any dealer to try to do business in the 
state in other than the excepted securities. The bill's chief merit, if it may be 
regarded as one, seems to be in the possibilities of revenue for the state and until 
radically changed it will probably result in a large portion of the investment business 
being done outside of the State of Indiana. 

Iowa 

A bill was introduced early in the year of a very drastic Blue Sky type but was 
defeated, and with the present law, through the registration feature and the filing 
of a bond it is comparatively easy for legitimate dealers to carry on their business. 

MlBSOUBI 

It is reported that the activities of swindlers are going to make it necessary to 
have a new type of Security Act of some kind, and in all probability it will take the 
form of an adaptation of the Illinois statute. 

Caufobnia 

We have been advised that through the very able administration on the part 
of the officials, and the cottperaticm of the investment banking interest, as well as 
the press, very satisfactory results have been secured in stopping fraud and mis- 
representation in the offering of securities. Because of the satisfactory results ob« 
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tained it is apparent that our members in California are satisfied to retain the 
present form of Act. 

Gbobgia 

As reported last year a bill was passed and signed by the Governor, without 
knowledge of the committee or apparently anyone familiar with investment security 
matters. We understand that the Commission has found it impossible to actively 
administer the law, and so far as we have been able to learn none of the legitimate 
security dealers are attempting to do business in the state except on securities 
exempt from its operation. The commission evidently has no intention of working 
a hardship on legitimate business interests. Nevertheless anyone violating the 
provisions of the act would make himself liable to a very serious penalty. 

Through the courtesy of Mr. Theodore Chapman, our Counsel in Chicago, we 
had a conference with the committee on Uniform Legislation of the American Bar 
Association, in February, at which the subject of security control legislation was 
gone into at length and they have appointed a special committee to study into the 
matter to see if there is anything they could do to help in unifying the statutes of 
the various states so as to avoid the present confusion, expense and trouble, now 
entailed. We are quite sure this very representative body is in entire sympathy 
with OUT Association's ideas in the matter, and that we can expect some substantial 
help from them, although they are not as yet prepared to commit themselves to 
any definite action. 

BespectfuUy submitted, 

Howard F. Bbebe, Chairman. 

The President: Gentlemen, before going into a discussion of 
this situation regarding which we would like to have free comment 
from the members on the floor, I want to say that we were very 
fortunate this last year in having the fullest and most active co- 
operation in our work on this general subject of the American 
Bankers Association. Those of you who recall the activities of the 
Capital Issues Committee and the conservation work that was 
accomplished by it during the war period also recall the fact that 
Mr. John S. Drum, who was the Secretary of the Capital Issues 
Committee was last year the president of the American Bankers 
Association. He came into the Association with a definite and a 
practical knowledge of the whole subject from not only the stand- 
point of the public but the standpoint of the people whose duty it 
is to carry on the legitimate financial enterprises of this country. 
Mr. Drum at the very outset of his administration appointed a sub- 
committee of what is known as the Economic Policy Commission 
of the American Bankers Association to take up with us this partic- 
ular matter. We have received great benefit from the counsel that 
has been given to us and the work that has been done by that 
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subcommittee and by the Economic Policy Commission. I am not 
going at this time to attempt to discuss the general character 
of House Bill No. 7868 known by us as the Federal Fraud Act 
which was prepared under the joint auspices of the committees of 
the two associations. Succeeding Mr. Drum, Mr. Thomas B. 
McAdams, of Richmond, became President of the American 
Bankers Association and Mr. McAdams has appointed Mr. M. A. 
Traylor, the President of the First Trust and Savings Bank of 
Chicago, who is Chainnan of the Subcommittee of which I have 
just spoken, to represent the American Bankers Association at this 
convention and to present the formal action which was taken by 
the American Bankers Association at Los Angeles and to present 
the matter to you from their viewpoint. Mr. Traylor. [Applause.] 

Mr, Traylor (First Trust & Savings Bank, Chicago): Mr. 
Chairman and Grentlemen : Notwithstanding the great misfortune 
of the New Orleans Country Club I know where your hearts are 
and I am going to be just as brief as possible. I had in my mind a 
number of pleasantries which I hoped to indulge in because of the 
close relationship of your President and myself. I have always 
known he was generous and gracious in business. I now find he is 
equally so as a presiding officer, and I am proud as his associate 
that you gentlemen recognized his merit in making him President 
of your Association. [Applause.] I want to acknowledge that 
whatever I may say for the American Bankers Association in the 
matter of Blue Sky legislation or, for that matter, upon taxation, 
or practically any of the present day problems that I might 
speak on I am but voicing the wisdom of Roy Osgood, because he 
is the nuin who has done the work of investigation and study. 

I want to greet you as a representative of the American Bankers 
Association because I was asked to do it that way. I am a member 
of the American Bankers Association but I am also a member of 
the Investment Bankers Association of America of which I am 
equally proud, and in talking to you, while I shall speak as a repre- 
sentative of the American Bankers Association, I want to talk to 
you also from the same standpoint that I hope you view these 
subjects, because I view them from that of an investment banker 
as well. 

The American Bankers Association is as heartily interested in 
this great problem as you, because, after all, the commercial banker 
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and the investment banker sustain to the public exactly the same 
relationship in the matter of the conservation of the accumulations 
of the American people, their clientele. If you have ever analyzed 
the relationships of the commercial banker or the savings banker 
with those of the investment banker you must have recognized the 
similarity of their responsibility. I was interested in what Mr. 
Baer said on the subject as to what that relationship is. Beginning 
in the commercial banking department, for there it is that banking 
connections are usually first established, it is interesting to follow 
its development; it may be a very small beginning, a very small 
checking account representing a few hundred dollars, but represent- 
ing the business prospects of your customer, as that business 
flourishes up and down you watch that bank account flourish and 
you base your loans upon his prospects and upon his accumula- 
tions. By and by he begins to deposit in your savings department, 
and then his workers begin to deposit in your savings department, 
and you begin to see the savings accumulate, and grow from the 
beginning of that little business, and as that goes on and on you 
can see both the business account and the savings account accumu- 
late, and the credit standing of the industry grow day by day. 
Your relationship as his commercial or savings banker is to keep 
your own institution, your own house, in such order that the in- 
terests of your client are never jeopardized; but the commercial 
banker's responsibility or the savings banker's responsibility is 
probably not so great looking to the future of that client as is the 
investment banker's because the relation of the commercial 
banker and the savings banker is usually to the client in his earlier 
years and his smaller beginnings, in his period of prospects and 
activity as an individual, but when he has reached a later period 
of life and when his accumulations have brought him into the list 
of investors then it is that you gentlemen or that we, as investment 
bankers, begin doing business with him, and if we make a mistake 
as investment bankers in the securities we sell him, or if we permit 
fraud in the disposition of the securities that take from that same 
client who began with us as a commercial banker, the savings with 
which he had prepared himself for retirement and easy life in old 
age we have crippled him at a time and in a way from which he 
never can recover. So our interests in these propositions are iden- 
tical both as conmiercial or investment bankers, and it was un- 
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doubtedly this interest that prompted you gentlemen early in the 
game to take up the question of fraudulent representation in the 
distribution of securities, or the distribution, if you please, of 
fraudulent securities. 

I confess my temerity in undertaking to discuss Blue Sky legis- 
lation with you because frankly my own knowledge of the situation 
is so much more recent than yours that I feel anything that I may 
have thought or may say is so familiar and so threadbare to you 
that I hesitate to express some very forceful views which I have on 
the subject. Probably and as Mr. Osgood suggested it, I should 
just here tell you what the American Bankers Association's interest 
in this subject is and just what they have done. This action, 
gentlemen represents not only the report of the subcommittee of 
the Economic Policy Commission of the Association but also the 
action of the body itself through their resolutions. 

Economic Policy Commission Report 

The Economic Policy Commission of the American Bankers 
Association in its report to the Annual Convention of the Associa- 
tion at Los Angeles, October 8-7, 19S1, on the question of super- 
vision over security issues said: 

**The Commission endorses the principles embodied in H. R. 
7868 known as the Federal Fraud Act, which was introduced in 
Congress in July as a result of the joint activities of the Economic 
Policy Commission and the Investment Bankers Association of 
America. The bill provides for the appointment of a securities 
committee by each of the Federal Reserve Banks. Each commit- 
tee is to keep informed as to securities sold or offered for sale within 
its district. If it is found that in the sale or offer of securities in- 
volving use of the mails or other interstate or foreign commerce 
agencies, fraud is being practiced, the committee shall report to 
the Attomey-Greneral who may make an investigation. The At- 
torney-General may also proceed upon complaint from sources 
other than the committee. Under the bill the Attorney-General 
may issue an order requiring the cessation of fraudulent practices. 
This order, which is like an injunction, is subject to review by a 
Federal District Court, and there may be an appeal from the 
court decision made upon such a review. Disobedience of the 
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order constitutes a crime under the bill and renders the offender 
subject to a maximum fine of $10,000, or a maximum impris- 
onment of ten years, or both fine and imprisonment. The 
Act does not repeal, but is supplementary to state blue sky 
laws. 

^The Commission feels that an Act of this nature, which is 
similar in principle to legislation recently adopted by some of the 
states, notably New York, Maryland, and New Jersey, would offer 
ample machinery for curbing the fraudulent dealer, without at the 
same time unduly burdening legitimate business. The Economic 
Policy Commission believes that H. R. 7868 would not throw upon 
the Federal Reserve System duties not related to it; because the 
fundamental object of the Federal Reserve System is to insure the 
solvency of the banks of the country and to prevent a needless 
dissipation of the liquid funds available. Any measures which 
aim to protect the banks by assuring them that the investment 
resources of the country are not wasted by being used for the pur- 
chase of fraudulent securities must be of great concern to the 
Federal Reserve Banks. This is especially true because so large a 
proportion of the funds in question are at present invested in 
government securities. The Federal Reserve Banks are at the 
present time the fiscal agents in their respective districts of the 
Government in the c&stribution of both long and short term 
government securities. It is a notorious fact that the original 
holders of these securities are being constantly solicited by dealers 
in fraudulent issues to exchange their sound securities for worthless 
ones. This has helped to depreciate the market value of govern- 
ment securities and thereby has added another difiiculty to the 
proper and rational financing of the Government. The Federal 
Reserve Banks have, therefore, a definite and direct interest and 
duty in protecting government obUgations. 

**The Commission, while endorsing H. R. 7868, wishes to express 
its complete disapproval of H. R. 7£15, known as the Denison Bill. 
The Denison Bill is a fair representative of that class of remedial 
legislation which the commission condemns. Because a certain evil 
develops, attempts are immediately made to pass legislation so 
stringent and so extreme that its effect will be to injure legitimate 
business even more than it will check the fraudulent practices 
which it is intended to prevent." 
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Following this report a resolution was adopted, general in its 
character because of a suggestion that we did not want to compli- 
cate any n^otiations going on at Washington, which said : 

^'Federal supervision over the issue of securities is urgently 
needed to protect the people against unscrupulous promoters, who 
are yearly robbing them of millions of dollars which mi^t be di- 
rected into productive channek, but we are opposed to restrictive 
legislation of such character as would interfere with the marketing 
of sound securities." That, gentlemen, is the position of the Amer- 
ican Bankers Association as expressed in their recent meeting. 
)[{(.^The practice of fraud is as old as recorded history. There 
hasn't been a time since man inhabited the earth that fraud has not 
beenapartof the make-up of some individual. Just before coming 
down here I ran across a little poem by Kipling who recognized 
the age old practice of fraud and at the risk of taking more time 
than it should I am going to give it to you, because it is exceedingly 
apt in the present day. It says: 

"We are very slightly changed 
From the semi-apes who ranged 
India's prehistoric day; 
Whoso drew the longest bow 
Ran his brother down, you know. 
As we run men down to day. 
'Dowb', the first of all his race. 
Met the Mammoth face to face 
On the lake or in the cave; 
Stolethe steadiest canoe. 
Ate the quarry others slew 
Died — and took the finest grave. 

"When they scratched the reindeer-bone. 
Some one made the sketch his own. 
Filched it from the artist — then. 
Even in those early days. 
Won a simple Viceroy's praise 
Throu^ the toil of other men. 

*'£re they hewed the Sphinx's visage 
Favouritism governed kissage. 
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Even as it does in this age. 
Who shall doubt the secret hid 
Under Cheop's pyramid 
Is that some contractor did 
Cheops out of several millions? 
Or that Joseph's sudden rise 
To Comptroller of Supplies 
Was a fraud of monstrous size 
On King Pharaoh's swart civilian? 

"'Thus, the artless songs I sing 
Do not deal with anything 
Now or never said before. 
As it was in the beginning 
Is today — Official sinning. 
And shall be for evermore!" 

— Kipling 

Kipling, with his usual thoroughness, seems to have covered 
the entire territory. Fraud has always been practiced, is practiced 
now, and most likely will continue to be so long as the human 
animal is as at present constituted. Accepting this fact as true, 
what should be the remedy, and how should it be applied? 

As I understand it, our position is, and I believe our Blue Sky 
commissioner friends agree with us, that we want to detect, prevent 
and punish fraud in the distribution of securities. Agreeing as to 
what we wish to accomplish, we differ immediately and radically 
with our conunissioner friends as to the method by which the de- 
sired results may be achieved. Those of us who represent the 
American Bankers Association and the Investment Bankers 
Association of America believe that the end can be accomplished 
by the proper application of a simple statute of fraud. While our 
so-called Blue Sky friends would reach their end by a system of 
regulations through Governmental agencies, which in our judg- 
ment would further complicate, hinder and disturb the free dis- 
tribution of securities and the natural flow of investment business. 
As a warrant for our opinion, let us consider the view point of the 
Security Commission of Minnesota expressed in 1918, and which 
so far as I know has not been criticised by the Association of Blue 
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Sky Commissioners. In that report the Minnesota Commission 
said: 

"The purpose of the law as stated in the preamble is to 
prevent fraud in the sale and disposition of stocks, bonds or 
other securities. The tenn fraud as here used does not have 
reference to premeditated fraud alone. It includes transac- 
tions which are fraudulent in effect even though bad faith is 
not present. Just as much money is lost throu^ the failure 
of bona fide but misguided business ventures as throu^ out 
and out frauds. In either case the stockholder generally 
loses. Both should be prevented as far as possible and this 
was the object of the law. 

''The primary question before the coounission in every 
case is whether or not the sale of the particular security is 
fraudulent or will work a fraud on purchasers thereof. The 
commission has interpreted the law to mean that the sale of a 
security is fraudulent, or tends to work a fraud on the purchas- 
er if the latter does not have a fair chance to gain by his 
investment. It is not sufficient that the money invested is 
secure against loss. There must be a fair chance to gain. 
What is a fair chance wiU, of course, depend upon the circum- 
stances of each case." 

If this expression means anything, it certainly means a charac- 
ter of regulation by Governmental agencies which would run 
directly counter to the proposition that we should have less 
Government in business, which I believe is now almost universally 
accepted as fundamentaUy sound; and so far as I, personally, am 
concerned, I want to say emphatically, and I believe you should 
say as an Association, that we are unalterably opposed to the 
further extension of any character of Governmental regulation of 
business enterprises. 

Let us for a moment analyze the statement of the Minnesota 
Commission. They say 'The term fraud as here used does not 
have reference to premeditated fraud alone." Can it be possible 
that they contend that there is such a thing as criminal fraud 
without first a preconceived purpose and intent? Fraud, so far as 
I know, consists in taking, or attempting to take, from another 
that which is his without giving value received in return. In my 
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judgment that is never accomplished by accident, but is always 
the result of well laid schemes skillfully carried through. They say 
further that "just as much money is lost through the failure of bona 
fide but misguided business ventures as through out and out 
frauds, and in either case the stockholder generally loses. Both 
should be prevented as far as possible and this was the object of 
the law.** If it is conceivable that such accomplishment was the 
purpose of the Minnesota law, then in my judgment it clearly 
follows that by the exercise of the regulations necessary to carry 
out that law it would become at once possible for the Commission 
of Minnesota to absolutely throttle business ventures in that state, 
since they would have it in their power to conclude that any 
proposition submitted to them did not have a fair chance to 
succeed, and that no matter how fundamentally sound the under- 
taking might be, there would exist always the possibility that 
through bad management or other causes it might fail and there- 
fore its securities should not be sold. 

If they can tell you gentlemen first what you can sell, and then 
tell the investing public what they may buy, then how much farther 
is it before they can tell, through the same principle, the commer- 
cial banker upon what security he shall loan his money and under 
what terms and conditions, and how much longer will it be before 
they will tell us what character of proposition we shall finance, 
because, after all, what is the difference between the loan I make as 
a commercial banker for the promotion of American industry and 
the loan made through you as the representative of the investor? 
In its final analysis there is not a bit in the world. If there is any 
difference at all, because of the trusteeship I assume over funds 
deposited in my care there should be greater restrictions upon the 
character of loans I should make as a banker than through invest- 
ments of the funds I have accumulated myself. The ConmiissicA 
has interpreted the law to mean that the sale of securities is fraud- 
ulent or tends to work a fraud on the purchaser if the latter does not 
have a fair chance to gain by his investment. In their minds the 
test of the securities to be distributed by you gentlemen depends 
upon the gamble of whether the purchaser has any chance to gain 
or not. Now listen to this: They say "it is not sufficient that the 
money invested is secured against loss." What are you going to 
do with your Liberty Bonds ? Will anybody question, if you please. 
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that fraud was practiced in their sale or that they were not sold in 
a righteous cause and were honestly floated, and yet if this test had 
been applied the chances are that their sale would have been 
prohibited in Minnesota, because it was apparent to any of us who 
distributed Bonds during the war that those Bonds would not 
be maintained at their par value. It was as patent as any fact 
we ever faced. They are good for one hunderd cents on the 
dollar, but, they say, there must be a fair chance for gain. This 
theory is so idiotic to me as to be unworthy the dignity of argu- 
ment, yet it represents the dictum of a legaUy created body acting 
under the statutes of a sovereign state, and if the Denison Bill, 
were enacted would be a part of our Federal law. I don't know 
what this Association wants to say, but so far as I am concerned 
I want to say that the principle of the Denison Bill is the most 
dangerous pronouncement that has been made in legislative halls 
in my memory. Not only does it attempt to federalize the thirty- 
eight or forty state Acts and State regulations, but it goes much 
farther than that and gives to State legislatures and State com- 
missions the power of federal legislation, because whatever Act 
is hereafter passed and whatever rule or regulation is hereafter 
made, if the Denison Bill is adopted, the minute it became a law or 
a regulation it would become f ederaUy a law as applied to interstate 
commerce in securities. Can we conceive of a more dangerous 
principle than that? It is the eighteenth amendment run riot. It 
is more dangerous to the future of this country, that is, the estab- 
lishment of that principle, than is the eighteenth amendment as 
much as that is objected to. That is my candid judgment. So 
far as I am concerned and so far as the Economic Policy Commis- 
sion of the American Bankers Association is concerned our purpose 
is to fight that principle of legislation, no matter what the results 
may be. They propose to give the purchaser a fair gambling 
chance for his white alley. He must have a chance to gain, but 
that is not the test at all. They forget what they started out to do, 
to detect, prevent and punish fraud, and that is as far as they have 
a right to go. I cannot believe that anything that I might say, will 
add one bit of weight to your consideration of this subject. I have 
said to you the principal thing I want to say, that the danger is in 
the principle of legislation, and that being the American Bankers 
position, we propose to fight it out on that principle, realizing that 
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sometimes by opposition rather than by conciliation, we tempo- 
rarily get the worst of the deal. But there are fundamental laws 
and fimdamental propositions which never change. You should 
be governed today in my judgment as the Economic Policy Com- 
mission of the American Bankers Association this year will try to 
be governed by just one thing, and that is the discovery and recog- 
nition of the sound principles of economics which will permit you 
to think and act and speak upon the problems of today in the 
manner that in two years or five years or ten years from now you 
shall wish you might have thought or spoken or written. If you 
do that, and that is going to be the purpose of our association, 
if we can do that, it is as certain as fate, that our work will not be 
in vain, though we may be defeated temporarily and from time to 
time by fallacies of one character or another which will find expres- 
sion in state and national legislation. It is the history of Govern- 
ments ever since they have been organized, in a crisis like the 
present, that there has been a tendency to pass some kind of govern- 
mental regulatory legislation, but in the end they have all failed, 
and only those in life during the crisis have been remembered who 
have been able to differentiate between the prejudices and fallacies 
of the moment, and the fundamental economic principles under- 
lying government and business which do not change with time and 
place and which cannot be abridged by legislative action or be 
defeated by any kind of governmental dictum or regulation. That 
is what I want to see the Investment Bankers Association of 
America do. I want to be connected with the Am^can Bankers 
Association's activities and the Investment Bankers Association 
of America's activities, just as long but no longer than they, 
through their committees and through their organizations stick 
to these principles that cannot be and that never have been and 
never will be defeated by any kind of isms or fallacies that spring 
up in times like these. 

A day or two ago I think it was in Pepper and Salt I saw a little 
poem or rather a rhyme that to my mind is a great deal better logic 
than poetry. It said : 

Beset by ills and isms rife. 

Its troublous Times these be; 

And there's plenty of reasons why 

The End we cannot see. 
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But Faith in principles aged and old 
Will triumph, certain, sure. 
When men no longer seek 
In vain, the Legislative Cure. 

I want to thank you very much for your attention, and I want 
to leave with you this thought that we don't want to forget prin- 
ciple. Don't compromise with principle for any temporary gain 
you may make today or tomorrow. If we are right, if we want to 
detect, prevent and punish fraud instead of fostering upon this 
country not only forty-eight regulations, but a federalized agency 
as well, let us fight for that principle and not be led away by 
compromise or concession. If you do this in the years to come the 
Investment Bankers Association of America will have much 
smoother sailing than if you now temporize with or sacrifice that 
principle. [Great Applause.] 

The President: Grentlemen, I don't think there is need of 
any remarks from the Chair toward elucidation in reference to 
the position spoken of, and where the Economic Policy Com- 
mission and the American Bankers Association are going to 
stand. I think we appreciate very much not only the co5pera- 
tion that has been given us, by that great association, but by 
their courtesy in having Mr. Traylor come here and speak to 
us so forcibly and logically upon this subject. I appreciate it 
very much because Mr. Traylor and I are close business associ- 
ates and we have no trouble in making our views meet on these 
particular propositions. At the time of the last convention the 
so-called Denison Bill had been introduced in Congress and had 
been referred to the proper committee in the House of Repre- 
sentatives. There it had lain without action. Following our 
custom in matters affecting our Association in Washington, our 
counsel made formal request of the chairman of the committee 
prior to action being taken by it in regard to the biU, that we be 
given an opportunity for a hearing. 

In June the Committee decided to take the matter up and 
representatives of this Association were invited before the com- 
mittee. The matter was considered in conmiittee several times 
and several weeks ago the committee decided, or rather the Chair- 
man of the comniittee and the author of the Denison Bill decided 
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they would like to have a conference with representatives of this 
Association. The President accordingly appointed a special 
committee of five consisting of Mr. George W. Hodges as Chair- 
man, Mr. Barrett Wendell of Lee, Higginson & Company, Mr. 
William L. Ross of William L. Ross & Company, Inc., Mr. War- 
ren S. Hayden of Hayden, Miller & Company and Mr. Eugene E. 
Thompson of Crane, Parris & Company. Mr. Hodges has some 
very interesting things to say to this convention as a result of 
the situation that has been developed. 

Mr, Hodges (Remick, Hodges & Co., New York) : Mr. Presi- 
dent, and Gentlemen: The President is, I am afraid, a little bit 
in error in saying that I have some very interesting things to 
say to the convention. There have been some very interesting 
conferences going on during the last two weeks with some of the 
members of the Committee on Interstate and Foreign Commerce, 
of the House of Representatives and the special committee of which 
Mr. Osgood has told you, but further than to tell a little more 
about the way in which the conference was brought about would 
probably be indelicate at present. 

We were invited to cooperate with Mr. Denison in the hope 
that amendments might be drawn to his bill so that it would be 
acceptable to both sides and might be enacted into law. We told 
the committee that we were just as definitely opposed to the Blue 
Sky type of laws as we ever had been, not believing them to be 
fully effective, that we were just as strongly in favor of fraud laws 
both Federal and State, as we ever had been, believing that prop- 
erly administered they were the only effective type of law, but 
that we would gladly join with him and see if his bill could be 
adequately adapted and amended. We would do so, as we told 
him, with an open mind. Congressman Denison met us very 
frankly, very pleasantly, as did the chairman of the committee. 
We tried to find a common ground. I need not tell you anything 
of the terms of the bill or what it will d^if enacted. Mr. Traylor 
has gone into that in such splendid detail that if you didn't know 
it before, you realize now its dangers. Mr. Denison told us at the 
beginning of the conference that he was willing to exempt offerings 
made to dealers, brokers, banks and some others. Well, that 
would be a great help, if the bill was enacted, in keeping us out of 
jail. [Laughter.] 
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Then there were certain other suggestions. He thought we 
might exempt certain securities. We said, all right, we will be 
glad to go along with you in that. So we went along with him and 
we have tentatively, on both sides, talked over — ^we have not 
agreed on anything — ^we have talked over many changes. 

He is now submitting these changes to some of his friends 
among the members of the National Association of Blue Sky 
Commissioners and we hope that he will come back and tell us 
that they have agreed to them. There are other changes beyond 
that which would have to be made before your committee would 
for a moment consider coming back to the Board of Governors of 
this Association or to a special meeting of the Association to 
obtain approval. We are meeting with a man who is acting in 
good faith for people who are acting in good faith, although from 
a different viewpoint than ours and we are going to meet with him, 
play with him as long as we can, and then, as we told him if we 
don't succeed in getting a bill which is for the best interests of the 
country we will simply have to separate and we will then continue 
the same attitude that we have up to the present time of absolute, 
unqualified disapproval of the Denison Bill as now before Con- 
gress. 

I think that it would be very wise, if this convention approves, 
that it confirm the action taken by the Board of Governors at the 
Milwaukee meeting in July in opposition to the Denison Bill. It 
has been stated in Washington that they did not reaUy know that 
the Investment Bankers Association of America was opposed to 
the Denison Bill. They had only heard so from a few people. 
To offset such statements about eighteen or twenty telegrams 
were sent out about two weeks ago to some of our members in 
scattering cities to come down to Washington and just say they 
were opposed to the bill. They came right loyaUy, every one of 
them, with one exception, and that man was ill. I think it was 
quite a live exhibit for some of our legislative friends. The 
committee now desires to go back with the definite approval of the 
convention of their position in opposition to the bill as it now 
stands, and I would submit this resolution : 

"Whereas : The Board of Governors oj the Investment Bankers Assoctatnon 
of America at its regular quarterly meeting held in Milwaukee, Wieeonsin, Jyly 
SS, 1921, adopted the following resdutUm: 
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'* The Board of QoMmors of the Irwestment Bankers Association of America 
having before U House Bill No, 7868 introduced July BO, 1921, and rtf erred to the 
House Committee on Judiciary, u)hieh is a bill to preeent fraud in the offering and 
sale of securities, and having given it earrful study and consideration, approves 
the principles embodied in this bill and advocates its early adoption by Congress, 

"Resolved, Further that a copy of this resolution be sent to the Chairman of 
the House Judiciary Committee," Therefore Be It Now 

Resoked, By the Investment Bankers Association of America, in annual 
convention assembled, that it approves said action of the Board of Oovemors" 

Mr. Hodges: Mr. President, I move the adoption of the resolu- 
tion. 

Mr, Peirce: I second the motion. 

The President: Gentlemen, you have heard the resolution, 
which has been moved and seconded. Is there any discussion? 
Are there any questions? If not all those in favor of the resolu- 
tion will say ^'aye,*' those opposed "no." The motion is carried 
and the resolution is adopted. 

Mr. Hodges: Mr. President, I think as a further aid to the 
work of this committee that a resolution approving of the principles 
at least, of the Federal Fraud Act would be very helpful. I will 
not go into details because I think you are all entirely familiar 
with it. This resolution is as follows: 

"Whxbxab : The Board of Oovemors of the Investment Bankers Association 
at its regular meeting held in New Orleans, October 31, 1921, adopted the fcXUmh 
ing resolution. 

"Resolved, That the Board of Oovemors of the Investment Bankers Associar 
tion of America is opposed to BUI H, R. 7216, known as the Denison Bill, pend- 
ing before the Committe on Interstate and Foreign Commerce of the United States 
House of Representatives, and is firmly of the opinion thai the enactment into law 
of this bm in the form in which it has been introduced would be an unwarranted 
and unjustifiable interference with the proper distribution of investment securities, 
and would be destructive of the freedom of commerce between the states necessary 
and essential to the best interests of the nation. Therefore: Be it now 

''Resolved, By the Investment Bankers Association of America, in annual 
convention assembled, that it approves said action of its Board of Oovemors." 



Mr. Hodges: I move the adoption of the resolution. 

Mr. Thompson^ (Crane, Parris & Co., Washington) : I second 
the motion. 

The President: Gentlemen, you have heard the resolution 
and the motion which has been seconded. Is there any discussion 
or are there any questions? I might say that a copy of this bill 
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has been mailed to every member of the Association including the 
branch houses. If there is no further discussion and no questions 
all those in favor of the motion will say ''aye/' opposed ''no." 
The motion is carried and the resolution is adopted. 

Mr. Hodges: Mr. President, I would like to ask any of the 
members of the Association if th^ have any questions which they 
would like to ask in regard to this subject that we are discussing 
as applied to the Washington committee. If so, I shall be very 
glad to answer them if I can. This although a special committee 
will undoubtedly be continued under the same or other member- 
ship by the incoming President. That is the recommendation of 
the committee. I think, Mr. President, that what I have so far 
stated may be called the official report. Now if I might have 
about two minutes of the time of the convention speaking as a 
member. 

The Presideni: You may have as much time as you please. 

Mr. Hodges: I will be brief. I would like to express one or two 
thoughts as I leave the active duties of my term as Governor which 
expires with the ending of this convention. It has been my 
privilege, or something else, for several years past to study this Blue 
Sky situation. I think we can honestly say that we have all taken 
a passive attitude so far as opposition to Blue Sky laws are con- 
cerned since 1915 when we contested through the Iowa courts the 
Iowa law. We have helped the Commissioners wherever we could 
in amendements to improve and in the adminstration of their laws. 
It has been charged by some members of their Association, and 
by some people in Washington that our Association was opposed 
to all Blue Sky laws and wanted to have substituted for them 
others probably of the Federal Fraud law type. That has not 
been entirely the case. We do not believe in their theory, but as 
long as there is nothing better on the books we are willing to help 
them out. Are not the commissioners now, however, going 
altogether too far? 

I had quite a number of memoranda on this point which I felt I 
ought to give to you but Mr. Traylor has covered a great many of 
them much better than I could have done. But gentlemen let us 
not maintain this passive attitude too long. Do you realize that 
probably eighty per cent of the securities sold in this country, and 
I think considerably more, cannot under any circumstances, be 
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called questionable or fraudulent securities. Mr. Traylor brought 
out the difference between fraudulent securities and the non- 
fraudulent. Now a very large percentage of these securities are 
approved by some board, either of the state or of the Federal 
Government and are issued by corporations whose activities are 
supervised to a greater or lesser extent by some such board. Is 
there any excuse whatever for having the various individual states 
under their Blue Sky laws require validation and approval of the 
securities so authorized before they can be offered in those states? 
It is perfect nonsense. Let us come and talk plain English. It is 
time we got over this passive attitude. Let us take a positive one 
and tell the public and the borrowers of money what the real facts 
are. Mr. Traylor stated them in splendid shape. I wish I could 
put it as clearly as he did. Now there is a real reason for action. 
I have heard within a short time one of the commissioners having 
jurisdiction over the offerings of securities in his state say that he 
had approved during recent months and passed just as few secur- 
ities as he could. Money was scarce in his state and he did not 
propose to have any more of it get outside than he could help. 
No question of the intrinsic value, no question of fraud, just a 
question of his personal opinion whether it was a good thing for 
anybody in his state to buy any securities at that particular time 
issued outside of his own locality. It has been stated very 
recently in Washington: "Well, we think that every state should 
have the right to say what securities are offered within the borders 
of that state." Have they? Do you realize that within 18 
months the Federal Congress has passed the Esch-Cummins law 
and under the provisions of that law every steam railroad security 
in the country must under that law have the authorization of the 
Interstate Commerce Commission? At the present time there 
are 14 states in which those steam railroad securities cannot be 
offered without the approval in some form or other of the Blue Sky 
commissioners of those states. If the Denison bill should pass it 
places by its delegated power to the states over interstate com- 
merce in securities the possibility of the securities authorized by 
one body of the Federal Government being absolutely barred by 
this delegated power from sale in some of the individual states. 
It is state rights gone mad. It is high time that we got busy and 
took positive action. 
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Please do not think I am criticising individuaUy or personaUy 
any of the Blue Sky commissioners themselves. They are a very 
pleasant body of men, they are good fellows, and when Mr. Osgood 
and I were invited to meet them they gave us a royal welcome. 
Their mistakes are not the mistakes of intent. They are the mis- 
takes of a lack of financial and security experience prior to their 
coming into office, or after being in there for usually only a very 
short time. Now I would like to leave as a suggestion to the com- 
mittee which Mr. Beebe will probably appoint that they take up 
very earnestly the thought of devising some plan by which Federal 
legislation or otherwise, a series of exemptions of classes of secu- 
ities and probably classes of transactions, by which the offering and 
sale of all these securities which are authorized by these various 
public bodies may be exempted entirely from the approval and con- 
trol of the Blue Sky commissions of the various states. Obviously 
Government, State and Municipal issues would also be exempted. 
Now that is drastic and radical. I did not come down to this 
convention intending to propose anything of this kind but because 
of recent developments I should not go out of the office which I 
have held for so long without giving to you men this idea, leaving 
it to you to discuss and determine. I do not know whether Federal 
legislation of this character can be enacted that will be constitu- 
tional, that will go as far as I have suggested. Probably not, but 
there is the idea. Let us find some way in which the burdens 
which are now being placed on the borrowing of money by legiti- 
mate mercantile, commercial and manufacturing businesses, shall 
not be burdened as they have been and will inevitably be more 
greatly burdened in the near future if the free flow of the securities 
in interstate commerce is denied. It is a burden which the 
business world cannot possibly stand and it is our duty as the 
intermediaries between the loaners and borrowers of money to see 
that not only legislators, but the public are educated as to the real 
dangers of the situation, and now is the time, I believe when it is 
our duty to begin positive action looking toward that end. I 
thank you. [Applause.] 

The President: I don't know any better occasion to bring 
before this convention the feeling I know I express not only for 
myself most heartily but for the Board of Grovemors of this 
Association, the appreciation we ought to have, that we actually 
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have, of the services that have been rendered by Mr. Hodges, 
both as a member of the Board and as President of this Association. 
[Prolonged applause.] It is a matter of sincere regret to all of us 
that under the constitution and by-laws he must retire this year 
as a member of the Board. I think that as a result of the experi- 
ence that he has had in his ofBcial capacity that the things he has 
to say deserve great weight. 

In talking to you a moment ago he alluded to a very pleasant 
meeting that he and the President had with the Blue Sky commis- 
sioners. They had a very well attended meeting in Washington 
in the early part of September. We were given a most cordial 
invitation to attend the meeting. We were accorded every 
courtesy. We were given the floor for any extent of time we chose 
to use it and I may say we availed ourselves of it perhaps to the 
detriment of some of their own proceedings. They gave us every 
chance to explain our position on the Federal Fraud Act and to 
discuss the matter with them generally. Later we extended to 
them the freedom of the floor of this convention and I am sorry 
that the executive officers of their association have not been able 
to take advantage of our invitation. We have with us today how- 
ever Mr. Conner of the Georgia Commission and I know that he 
would be glad to talk to us for just a few moments. Mr. Conner. 

Mr. Conner (Georgia Securities Commission, Augusta) : I am 
very delighted to have the opportunity of speaking to you for just 
a few minutes, particularly as the laws I have a little part in 
administering in my state have been arraigned here. I feel I am at 
a little disadvantage. However if there are any people from 
Georgia here, representatives of the bankers of Georgia, or the 
bond dealers, the investment bankers, they will readily understand 
that we have so cordially co(5perated with the members of your 
Association in Atlanta and in Georgia and with the bankers of our 
state, that I am quite sure that I am presenting myself now not to 
enemies but friends because if you knew how earnestly the Georgia 
Securities Commission seeks to encourage legitimate business, to 
encourage all people to put their money in honest investments, you 
would know that whatever we may say about state regulations 
when it comes to that I was reminded by the gentleman who 
represented the American Bankers Association here a few minutes 
ago, in his attack on state regulation. The banks of this 
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country are the most closely regulated people on earth, by state 
and Federal legislation, and if he could just go back sixty years 
and find out the condition of the banks in this country at that 
time when in every state every little banker had the right to issue 
currency and you never knew when you got a paper dollar in your 
pocket, what it was going to be worth, whether it would be worth 
a dollar in this county or 50 cents in another. Every single bit of 
change that we have today is due to government regulation of 
banks, and I believe that every honest banker would rather do a 
banking business under the circumstances that we have today 
than he would under the circumstances existing seventy or eighty 
years ago in this country. We do not attack the bond dealers 
or the investment bankers, the dealers in honest securities. I 
know that there are mistakes in the Georgia law. I know it 
because I made the original draft of it and it was rewritten by the 
legislature and they put a lot of mistakes in there that I never 
expected to see. [Laughter.] I tried to get some of them taken 
out this summer when our legislature met, and I drew a series of 
amendments which I submitted to the Bond Dealers Club of 
Atlanta and to the leading attorney in Atlanta representing the 
Trust Company of Georgia. Mr. Wardlaw may be here, as a 
representative of that organization. I submitted my bill to him 
and got his approval, and accepted every suggestion that he made 
as to changes that should be made. That was General Clifford 
Anderson, the attorney for the Trust Company of Georgia. That 
bill passed the Senate with just two votes against it. My friends 
having promised me to take care of it in the House I did not watch 
it as closely in the House; went to sleep on it and it failed to pass. 
It will come up for new business next year. Before that every 
move that the Georgia Securities Commission has taken as regards 
the application of the law to legitimate bond dealers has been 
after a conference with the bond dealers of Georgia, most of whom 
are members of your Association; I mean the ones that we have 
called into our conference. 

The first conference we had was early last November, I think, 
very shortly after I came into office after the law went into effect. 
I presented the case to them and we talked it over with our 
Attomey-Greneral who at that time did not agree with me in the 
interpretation that should be made of the law. I found that if 
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the commission imdertook to enforce the law as our Attorney- 
General construed it, that we would practically put these gentle- 
men out of business. We did not want to do that. We knew that 
it was not the intention of the legislature. We want to prevent 
the fraudulent sale of securities. We want to put out the crook, 
and we know you gentlemen are not crooks. So we went on and 
let things stand just like they were and had an understanding 
with all the members of your Association that they could go ahead 
and do business and we would not interfere with them and we 
would present the thing to the legislature and get our amendments 
through. As it happened this summer we did not get the amend- 
ments through. I presented the case to our new Attorney- 
General in a very strong way and he agreed with me and gave us a 
ruling that I do not think will interfere with any legitimate bond 
dealer in Georgia, and give him very little trouble. 

We have prepared a form and I have a few of them here. 
As I said at the outset in appearing before you I do not feel as if I 
were your enemy. In Georgia the strongest supporters of Blue 
Sky legislation and of our commission in the state are the large 
investment houses, bond houses, and the bankers. Very often 
I have members or officers of the leading banks in Atlanta call 
me up and confer with me about various securities that they 
have heard about and they have helped me in their literature to 
educate our people and warn them against putting their money in 
fraudulent securities. We have had tremendous evils in Georgia 
in that line. I could cite numbers and numbers of cases through 
fraudulent advertising and through fraudulent agents. There 
was just one concern in Texas that took out of our state last year 
and the latter part of the year before, in the neighborhood of a 
million and a half dollars, and got out of one of the poorer of our 
counties $400,000. Well it happened, in that case that one of the 
bankers in that county had married the daughter of the pro- 
moter of this enterprise. [Laughter.] I am not going to say what 
his name was. He having the confidence as bankers usuaUy have, 
of all the people in the county, just simply cleaned them up. 
That is the kind of thing we want to prevent. We are not after 
anybody that is dealing in legitimate enterprises. We don't un- 
dertake to say before we license a proposition whether it is going 
to succeed or not, but I will tell you gentlemen one thing that we 
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have inquired into most rigidly, and that is the moral qoalities of 
the people that are behind that proposition. [Applause.] We re- 
gard the moral risk above everything else and if we find that such 
and sudi a man that is promoting a thing as I found in the case 
of an investigation I made of another Texas concern, has a crim- 
inal record, then he has no chance, no matter what improve- 
ment he may have made, to get anything by with us in Creorgia. 
[Laughter.] 

Now I am not here to speak particularly for the Denison bill, 
as your Chairman knows, and I want to say that I am not here 
as the representative of the securities commissioners* organiza- 
tion. I am here only in a private capacity. Anything that I 
may say for the Securities Commission of Georgia I can stand 
behind, but I am not speaking for the organization as a whole. 

The President: We appreciate that. 

Mr. Conner: I just started to say something about the Deni- 
son bill. I want to say while of course our securities conmiis- 
sioners as a whole are committed to the Denison bill and I am in 
favor of the Denison bill I would be delighted and I believe the 
Securities Commission of Georgia would also, if we could reach 
an agreement with your Association whereby certain amendments 
were proposed, that you would be willing to accept and that would 
be satisfactory to us, so that we could get some Federal law passed 
that would help us. Gentlemen, we are not after you, you un- 
derstand, but since I have been in office in Georgia the greatest 
frauds that are being perpetrated came through the circulariza- 
tion by United States mail of all kinds of fraudulent literature sent 
into our state to deceive the people. I am doing the best I can 
to educate them. I have about stopped the fraudulent advertis- 
ing as far as Greorgia is concerned, but it would be an immense 
advantage to our securities commission if some way were devised 
whereby we could cut out that fraudulent circularization of fly- 
by-night, get-rich-quick concerns, that probably haven't anything 
in the world back of them but desk room in some office building. 
If you gentlemen would cooperate with us in securing some 
kind of legislation to stop that, why, I am sure that we will be 
friends and not enemies. I thank you. [Applause.] 

The President: I think we have gone pretty thoroughly into 
this subject. I know there are great many of you who desire to be 
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heard on it» but I want to close it if it is agreeable to you with just 
a slight comment. I want to thank, on behalf of the convention, 
Mr. Conner, of the Georgia Commission, for coming here and 
speaking so frankly to us. I feel sure that the relations of the 
Georgia investment bankers and his office are going to continue as 
cordial as they have been, and I know that I can speak with 
authority when I say that you will have all the help, not only of the 
particular group of our Association in which Greorgia is, but you 
wiU have the help of our main Legislative Committee in anything 
that you try to do to improve your Blue Sky laws, and we will do 
everything we can to cooperate with you. That brings me down to 
one point here that I desire to put clearly in the record. There 
had been so much misunderstanding, so much mis-statement of 
the position of the Investment Bankers Association of America 
that after conference at the time of the meeting I have just 
alluded to of the Blue Sky commissioners in Washington, we tried 
to state our position before them so clearly that there could be 
no longer any ground for misapprehension, and it was stated 
as follows: 

1. As to the thirty-eight states having Blue Sky laws it is not 
the intention of the Association to attempt to remove those laws, 
but simply to amend them from time to time so as to make them 
more workable, and to accomplish the elimination of fraudulent 
securities. 

2. As to the three states having fraud laws, we intend to 
oppose the introduction of typical Blue Sky legislation and to try 
and maintain and improve the fraud laws. 

3. As to the remaining states having at the present time no 
Blue Sky laws or fraud laws we intend to use our best e£Forts to 
oppose the introduction of Blue Sky laws and to favor the intro- 
duction of fraud laws. 

4. As to the national situation we are as mtich opposed as the 
Blue Sky commissioners to a Federal Blue Sky law ^hich would 
supersede the state laws. 

Now, I do not think there is any ground for misapprehension 
in the position of the Association on this particular point. I 
wanted it stated clearly before this convention so that there can 
be no misunderstanding in the future. That, of course, is the 
present position of the Association. If we are driven to take 
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another position, as Mr. Hodges indicated we may be, then that 
is a position to take when we are faced with the necessity for it. 

I just want to aUude to one thing. Mr. Conner spoke about 
the regulation of state banks. It is perfectly true that the banks 
have been regulated, but I want to point out the fact that the 
regulation in the case of Blue Sky laws takes the form of a regula- 
tion and license of the particular transaction, and not entirely 
the regulation or the license of the dealer, although in some states 
the two run side by side. Imagine for a moment how far a state 
bank or any bank, for that matter, could go if each one of its cred- 
its had to be submitted to a governmental organization, call it the 
Blue Sky commission or what you please, before credit was ex- 
tended to your customer. That is the position the investment 
bankers are placed in by practically a majority of the Blue Sky 
laws of the states today. 

So far as the purpose of our Association and the purpose of 
the Blue Sky commissioners I think it is fair to say, I think it is 
very necesaary that it be said, that there is no difference of opinion 
whatever. We have exactly the same purpose. We believe, 
however, from our experience that they are mistaken in the method 
of remedy proposed, and I think that has been well brought to 
your attention by Mr. Traylor's able address before you this 
morning. 

Now unless there is somebody who desires to be heard further 
on this subject, which I think has been pretty well discussed, we 
will close the morning session, but before doing so we haye several 
things that the members ought to know. In the first place we 
are going to have through the courtesy of the local members of the 
Association a motor trip about the city visiting points of interest. 
In a few moments I am going to introduce somebody who will 
explain that to you more thoroughly. This evening's program 
is a very interesting one. I think it is a program that none of 
you can afford to miss. There is more in it than appears on the 
program itself from the standpoint of interest. On the evening 
program Mr. Robert Herman and Mr. John Watson Wilder, 
Vice-President of Albert Frank & Company, will present an 
address based on a recent national survey of conditions in the 
interests of several investment bankers. This will be illustrated 
by numerous charts placed on the screen as well as many maps 
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projected from lantern slides. I feel that it will be a most inter- 
esting and instructive address and it may be followed by a talk 
from the floor. Gentlemen* I know a little something about 
what this is and I think it is something none of you can afford to 
miss, if you value your appearance at the convention even from 
a dollars and cents standpoint and nothing else. 
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TUESDAY EVENING SESSION 

NOVEBfBER 1, 1981 

The PresiderU: Members of the convention, I tkink that we 
have a very interesting program toni^t. Part of it is formal 
and part of it is more than formal — a matter of interest. There 
are several committee reports that contain matter that ought to 
be presented to the Convention. The first one is that of the 
Foreign Securities Committee, of which Mr. Albert H. Wiggin» of 
The Chase Securities Corporation, New York, is Chairman. 
That committee has done a good deal of excellent work that does 
not appear in its report. It has, however, prepared a formal 
report which somewhat marks progress, and I will ask Mr. Wil- 
liams of the Fidelity Securities Corporation of Baltimore if he 
won't read it. Mr. Willaims. 

Mr. Williams (Fidelity Securities Corporation, Baltimore): 
Mr. President and Gentlemen. 



REPORT OF FOREIGN SECURITIES 

COMMITTEE 

The Foreign Securities Committee begs to rq>ort as follows : 
They have acf»iiq>lished little dining the past year. The following matters, 
however, have been given consideration by the committee : 

1. The Investment Bankers Association of America was requested to com- 
mend the plan for the formation of the Foreign Trade Finance Corporation, and 
to urge the members of the Investment Bankers Association of America to give 
their cooperation. Your Foreign Securities Committee, after due consideration, 
came to the conclusion that it was not within the province of this commitlee to 
make such recommendation to the Investment Bankers Association of America. 

2. In the month of June it was brought to the attention of your conunittee 
that there had been organised the Association of Foreign Security Dealers of 
America, whose object was "to standardize rules and regulations governing transact 
tions in securities which are not listed or traded in on the New York Stock Exchange 
and which are payable in foreign currency and to endeavor, by whatsoever means it 
may see fit, to improve the status of the foreign security market in this country, 
and to be of assistance to members of the Association. " The question as to whether 
the Association above referred to and the Foreign Securities Conunittee might be 
duplicating work, or that the work of the two groups might interfere with each 
other, naturally presented itself. The committee representing the Association 
of Foreign Security Dealers of America was entirely willing to withdraw, combine 
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with or cotfperste with your Foreign Securities Committee. After careful con- 
sideration* your committee concluded that, as the membership of the two associa- 
tions varied and as the Association of Foreign Security Dealers of America had 
already done excellent work along the lines for which it was organised and was so 
well qualified to continue, it was unwise for the Association to be discontinued, 
but your committee advised them that it would appreciate their willingness to keep 
it fully informed. 

8. The question of the authentication of securities representing internal 
loans of foreign governments is perhaps the most important matter now under 
consideration by your committee. Most of these securities are written in the 
language of the country of their origin and, as many of the investors in this country 
are unfamiliar with the different languages in which the certificates are issued, it is 
the opinion of your committee that it will be of benefit to the investors in this 
country and also of advantage to those issuing such securities if some official gov- 
ernmental agency can be established to authenticate such issues. Your Commit- 
tee has taken this subject up with the French Government. If your committee 
receives any encouragement, the same subject will be pursued with other govern- 
ments. Your committee begs to report progress in this matter. 

Respectfully submitted, 

A. H. WiGGiN, Chairman, 

Mr, TiUotson: Do the members know anything about this 
new association, who they are and what they want to do? 

The President: I think that the membership does not. I 
might say that the new association was organized in the latter 
part of May. Mr. Pynchon, of Pynchon & Company, was its 
first president. It was organized largely for the purpose of laying 
down rules in regard to dealing in securities payable in foreign 
currencies that were being traded in in New York, and not only 
to lay down rules governing trading in those securities but to be 
able to arbitrate differences that arose in the trading. I under- 
stand from everything I can learn that the association has been 
very successful in this. While Mr. Wiggings report does not say 
so, it is contemplated that a subcommittee of our Foreign Secur- 
ities Committee will be formed and a like committee of their 
association will be formed so that we may have cooperation in 
this regard. I think there has been no attempt to carry on any 
further organization of that association pending the cooperation 
of this association with the actual work I have mentioned that is 
being carried on. That program of co5peration was arrived at 
only recently. Is there any discussion of the report of the 
Foreign Securities Committee? Are there any questions that 
might go into the record for the assistance of the committee in 
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its w(vk? If there are not and there is no objection the report 
will be received and filed. 

The next on the program is the riqx>rt of the Government Bond 
Committee. Bir. Dalton was going to be here to take up this 
report but I imagine that he has been detained. I am going to 
ask the Secretary to read this report because I think it ou^t to 
be considered. 

(The Secretary then read the report of the Government Bond 
Committee as follows:) 



REPORT OF THE GOVERNMENT BOND 

COMMITTEE 

Your Committee has found Tcry littJe to demand its attention during the 
present year. There have been no new iMun of government aecurities and no 
changes in outstanding issues. 

Hie committee has had only one meeting — in New Yotk during the month of 
ApriL at whidi time it had been requested by the Fkcsident to piepare a Question- 
naire covering the subject of refunding of the government debt for submission to 
the Biay meeting of the Board of Governors. 

At the meeting of your committee, the question of refunding was discussed 
and as a result a conclusion was reached unanimously as follows: 

Hie committee was opposed to: 

1st. — Any artificial scheme to convert outstanding Liberty Bonds into hi^ier 
rate long term bonds because of the additional cost to the Government and because 
owners of outstanding bonds were not entitled to any bonds. 

Snd. — Any form of bond czenqit from taxes to a degree greater than the pre- 
sent outstanding obligations, including, of course. Liberty S^i's and Victory 4 J^'s. 

Srd. — Any new issue offering the circulation privilege or availability for use as 
currency. 

4th. — On the theory that war costs should be borne within the life of the 
succeeding generatum, rou|^dy estimated at about thirty years; war obligations 
of the Government should, if possible, be retired within that period of time and in 
no event should any of the war indebtedness remain outstanding for a period 
longer than fifty yean from the date of issue of the First Liberty Loan. 

5th. — The committee felt that because of the constant demand from certain 
cksses of investors and institutions for short term government securities, sudi 
certificates should be continued as a medium for temporary refunding of other 
obligations. 

A questionnaire concerning the general subject of refunding was prepared and 
contained a brief outline of suggestions of various natures both for and against a 
refunding operation. This questionnaire was submitted at the Board of Governors' 
meeting in May with the statement from the committee that it did not recommend 
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the sending out of the questionnaire to the membership of the Association as it was 
felt that no conclusion or recommendation should be arrived at until the TVeasury 
had formulated some plan of its own. 

The Board of Governors approved the form of the questionnaire but agreed with 
the committee that it should not be distributed. Since that time we have noted 
with considerable interest that the Secretary of the Treasury has on June 15th and 
September 15th, 1921 offered for subscription with great success issues of Treasury 
Certificates having a maturity of three years, the proceeds from the larger part of 
which have been used to purchase and cancel outstanding Victory notes and as a 
result a temporary refunding or spreading of the Victory Loan maturity is being 
accomplished. The real success which this form of financing has met with is 
proved by the fact that the first issue is now selling in the market at a premium of 
about iyi% while the second issue is selling at a premium of about 1%. 

It may be interesting to the Association to note that in the questionnaire 
above referred to issues of Treasury Certificates maturing in three yean were 
suggested as a possible and feasible means of taking care of the Victory Loan. 

About the first of July the membership was requested to send out a notice to 
their clients calling attention to the very large amount of unclaimed interest 
(amounting to some $83,000,000 on March 81),which belonged to owners of Liberty 
bonds, which was uncollected either by reason of failure to present coupons for 
payment or to exchange of temporary for permanent bonds. 

This action on the part of the committee was noted and approved by the 
Treasury Department and it is our hope that as a result a great many owners of 
government securities have received the interest which was their property and 
which might not have been claimed had not their attention been called to their 
failure to present the coupons for this purpose. 

Other than the above, the committee has found little or nothing to demand its 
attention. 

It is a pleasure to state that the cooperation of the TVeasury Department in 
Washington, which in past years has been exceeding helpful, has continued 
during the present year, and it is the hope of your conunittee that at all times such 
a relationship may continue to exist in order that the Association may be in har^ 
mony with policies adopted by the Secretary of the TVeasury. 

Respectf uUy submitted* 

Philip S. Daiaon, Chairman. 

The President: Gentlemen, you have heard the report. Is 
there anything about it that you desire to discuss or about which 
you care to make suggestions for the committee? If there is not 
and there is no objection on the part of the convention the report 
will be received and filed. 

The next report on the program is that of the Industrial 
Securities Committee of which Mr. Harold Stanley is Chairman. 
Bfr. Stanley has been ill lately, and while he fully intended to 
come to this convention he found that he could not do so. The 
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report is a very interesting one» has been printed, and will be 
distributed. There are several points that are to be brought up 
under it that will be of considerable interest. 

Mr. Sheldon of Lee, Higginson & Company, has agreed to 
discuss certain parts of this report, but he asked me if he might 
not go over until later in the evening, and for that reason I am 
going to make a change in the program. I am going to ask the 
Publicity Committee, of which Mr. Howard F. Hansell, Jr., of 
Philadelphia, is Chairman, to take up its discussion at the pres- 
ent time. 

I think that those of you who took the automobile trip through 
the New Orleans business district this afternoon can appreciate 
the pamphlet which was distributed on the Free Port of New 
Orleans. This pamphlet was distributed to the members of the 
convention at this morning's session. As a matter of fact, it 
should have been called to your attention at that time. The des- 
cription is a very good one and I am sure that this, together with 
the actual vision of the properties this afternoon, gives you a 
pretty good idea of what New Olrleans is doing and can do in the 
future. 

Mr. Hansell, I have called you out of your turn in the program 
in order to allow the Industrial Securities Report to go over. 

Mr. Hansell (Redmond & Co., Philadelphia) : 
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REPORT OF PUBLICITY COMMITTEE 

The Publicity Committee during the past year has endeavored to make the 
official "BuLLBTiN** more of a monthly magazine dealing with investment banking, 
and to this end has been successful in getting many members of the Association to 
write articles for the "BuiiLBTm." The conunittee hopes that this work may be 
further developed so that the "Bulletin" may become really a monthly magazine 
devoted to investment banking. 

The committee believes that this work should be further extended so that a 
permanent Publicity Bureau, with the cooperation of the "Bulletin" could supply 
educational articles on sound investments to newspapers, periodicals, etc., as a 
method of educating the public against the purchase of fraudulent securities. 
This work would naturally very much aid the business of the investment banker. 

Throu^ the courtesy of the Financial Advertisers Association, there has been 
arranged an exhibit of financial advertising by their members and our members, 
at this convention. This committee believes that this exhibit will prove of great 
interest to our members and if thou^t desirable might become a permanent part 
of future conventions. 

Respectfully submitted, 

Howard F. Hansell, Jb., Chairman, 

Mr. Hansell (Continuing) : That exhibit, gentlemen, is around 
the comer back of the Secretary's office. I don't know how many 
of you have found it, but some of those that have, have found it of 
considerable interest. In discussing this publicity work Mr. 
Hallowell has consented to say a few words as to how we can make 
our advertising more attractive to the investors. 

The President: Mr. Hallowell. [Applause.] Mr. Hallowell 
of Lee, Higginson & Company, Boston, and Vice-President of the 
Association, needs no introduction. 

Mr, HaUoweU: I probably know less about advertising than 
any known man. Why I was picked for this job I cannot imagine^ 
but what I shall attempt to do is to start a discussion on adver- 
tising because I believe advertising, especially along educational 
lines, can be one of the most valuable parts of the work of invest- 
ment banking houses, and I believe that a house can build up 
through advertising and letter-writing a mail order business 
larger — considerably larger — ^than can be obtained through bond 
salesmen. Before the war the unit of sales with a good many 
bond houses was, I believe, $10,000 or more, and today in a great 
many of them it is $3,000 or less per unit of sale. This means 
that a new class of investor is operating — the smaller man. It 



«W TENTH ANNUAL CONVENTION 

is natural, with the taxes which now exist, that the rich man 
should now be investing in Grovemment bonds and municipals, 
and a great many houses do not specialize in these securities. 

The question comes up how to educate the new type, the small 
investor, and get him into our offices. As you know, all members 
of the New York Stock Exchange are very much Umited to the 
form of advertising they can do. Perhaps those laws will be 
modified somewhat a little later, but for the time being we shall 
have to eliminate to a great extent from the discussion which will 
follow those houses which are members of the New York Stock 
Exchange. 

Until very recently most advertisements have been in language 
which the uneducated investor, or the man about to become an 
investor, does not understand. Advertising was purely technical 
and designed for the professional bond buyers, such as trustees 
who make it their life business to invest other people's money, 
national banks, savings banks, etc. By these men the ordinary 
forms of advertising are easily understood, but to the man who 
has just come into the possession of $1,000, perhaps for the first 
time in his life, they are unintelligible; he does not understand 
yields and per cents, sinking fund, callable prices, etc. These 
must be explained to him in language which he can understand. 
But first it is necessary, through a letter or advertisement, to 
arrest his attention, to interest him, explain in words — if neces- 
sary, of one syllable — ^which he can understand, and gradually 
persuade him to come into your office to ask questions. 

Such advertising needs imagination and considerable skill. 
The old form is like holding up your hand and saying, 'Those who 
are not professional buyers keep away; we do not want to explain 
to any who do not already know." The small investor beUeves 
that he is not welcome in a big bond house; that nobody will pay 
him any attention, and therefore he goes to the fly-by-night 
houses and promoters of fake securities who tell him their story 
in language which he can appreciate. 

It has been extremely interesting to me, as a novice in adver- 
tising, to spend a great deal of time at the exhibit in the other 
room which has been collected by Mr. Hansell. The advertise- 
ments are splendidly done and most of them are in language and 
form anyone can understand if he has any sense at all. I hope 
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all our members will go to this exhibit and spend some time 
upon it. 

As I said at the beginning, I have had very little experience 
with advertising, and I would like some members, who have had 
to do with it, take up the discussion. If Mr. Fox is in the room 
and if it is proper, Mr. President, will you kindly call on him? 

The President: That is perfectly proper. Mr. Fox? Mr. Fox 
has also escaped it see^IS. 

Mr. HaUoweU: I noticed Mr. Cyrus Peirce had lots of splendid 
advertisements in the other room. Perhaps some of your men 
are here, Mr. Peirce, or perhaps you will carry on the discussion 
yourself. 

Mr. Peirce: Suppose you try Mr. Kinsley. 

7%« President: Mr. Eansley, won't you step up here please, 
and talk to the convention a few moments on this subject? 

Mr. Kinsley (Cyrus Peirce & Co., San Francisco) : Mr. Chair- 
man, this is my first convention, and this is rather unexpected and 
unpleasant to be called on at this time, and I can tell better when 
I get through how unpleasant it really is. I don't know what 
line you want to discuss. Mr. Hallowell has said that the trend 
in bond advertising is toward simplicity and getting away from 
the complex. It so happens in my experience that in that way 
I have not been handicapped, because when I came into the busi- 
ness I knew none of its complexities, because I knew none of the 
professional paipt of the finance business. It struck me that the 
way to get at the new investor was to talk to him in a simple way 
about some one thing which he does know. For instance, in a 
dry goods store they would probably not show you the entire 
store at one time, but they would probably show you the hats at 
one time, and the suits at one time and the belts at another time, 
and in that way they would attract your attention to some par- 
ticular thing, that you were interested in. 

In the bond business it strikes me tha t the first thing is to attract 
dignified attention. In the advertisements that discuss one simple 
thing, leaving out the many things that a man might question, you 
are more apt to get him to ask for information about the other 
matters, and once you have him it is a part of a sales department 
to sell him. The thought on the announcement he made here in 
this report, that there were eighty millions of interest on Liberty 
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bonds unclaimed shows that the war and the Liberty Loan went 
part way in educating the bond buyer. We have found in the 
small experience that we have had on the Pacific Coast that the 
answers and requests from the $100 bond buyer often lead to a 
larger sale than if we directed it toward a $10,000 buyer. In 
other words, if we advertised a baby bond on an issue that was 
well known, went through a general campaign of all the Pacific 
Coast bond houses, and mentioned that those bonds could be 
obtained in $100 denominations we very often found a man who 
had $5000 to invest in them. I think it is very apparent upon 
inspection or any analysis of that matter that if you yourselves 
were going in to buy $10,000 of anything that the price did not 
limit to that amount, you would be more apt to find out how they 
would treat you, or what they could tell you, if you started in on 
a $100 basis, and the man who finds he gets a service from a bond 
house and cordial information when he only has $100 to spend 
is more apt to bring his $10,000 and the $10,000 of his friends and 
others, in which way you have an accumulative effect. So that I 
think a very good theory is to turn over every stone and not to 
turn over only the large ones. It is by turning over the small ones 
that you may run across the large ones that would never come. 
The bond houses of the country, I think, have an obligation to 
the small investor rather than to the large investor. 

A few days ago I sat at a table at which three men whom I 
had just met were discussing investments. It so happened that a 
firm of fly-by-nights had scattered salesmen over a city, and one 
of these men sat at a table at which one of these men was selling 
this stock. He told me the wonderful way in which he sold this 
stock, which was to my mind absolutely worthless, but he sold it 
along the idea that the investment houses and the bankers who 
had made their money would not give the small investor an 
opportunity to get the things that they got in on, that they bought 
these stocks that paid fifteen and twenty and ninety and 100 per 
centbut they never passed those out to the small investor, they kept 
that, but that they gave an opportunity for the small investor to 
come in and make the same amount that the bankers made and 
that the large investor got and that they would go so far as to let 
him buy it on the installment plan. Now I don't hold any bri^ 
for the installment plan because in our office we have a cashier 
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who is very voluble and not at all reticent on telling you his 
troubles, and his troubles happen to be great enough without carry- 
ing on an installment plan payment for bonds. But the install- 
ment plan is in a way an obligation, as I see it, that the bond 
houses owe the uneducated buyer of investments. If the stock 
salesman who is unscrupulous and the house that is unscrupulous 
that sends him out, sends him out to offer the partial payment 
plan to get their money and helps educate him along the wrong 
line, why should not the legitimate bond houses step out and try 
to educate him along the right line? 

The thought occurred to me this morning in the discussion of 
the Blue Sky law and I refrained from saying anything because I 
felt it was none of my business, at the first attendance at this 
meeting, to interpose any idea, was that the Blue Sky law in itself 
may be a very proper basis on which to base your correct adver- 
tising but it is only a base. In California we have a Blue Sky 
law that was reported today as being effective, and I think it is 
effective, but the point that strikes me is that the legitimate bond 
houses are the ones who create on your financial pages the air of 
confidence and conservatism upon which the paper relies in pre- 
senting financial news to its readers. The fly-by-night who comes 
along and gets a permit from the corporation commissioner to 
issue bonds, or rather stock — ^never bonds that I know anything 
about — comes onto that page where you have been conservative 
to say the least, no matter whether you have been rather forward 
in your style of presentation and away from the old method of 
presenting your wares where you say that so and so is the case 
according to the best of your knowledge and belief, or perhaps 
with an alibi clause at the bottom, and these people will come 
along and tell you that here is the best investment in the world 
that will earn you fifteen and sixteen per cent and that it will 
never go below par. Now the man that you are talking to in 
your advertisements, who has read your advertisements, says 
"Here is a fellow that has something better than these other 
fellows. They are not willing to come out and say this is as good 
as that, but here is somebody that says they have something 
better, they tell us that it is so good that it must be good and I 
will go and get a little of it." Of course eventually they are stung 
and when they are stung they hold it not against the house that 
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sold them, because they probably won't remember that house, 
they are probably not in town that long, but they hold it against 
all the investment houses. In other words, this man is trading 
on the confidence that you have established in these financial 
pages. You have built up a confidence which they are trading 
upon, and the only way to overcome that in my mind is a close 
association with the newspapers so that they will consult the bond 
houses, the men who support their pages before they accept this 
sort of advertising. I don't know of anything else that I could 
talk about here that would be of any interest to you. It is a 
subject that I could talk about all night as you can probably tell 
by this time. If there is anything you would like to bring up I 
would like to discuss it, but if this will let me out I will be glad to 
quit, Mr. Chairman. [Applause.] 

The President: May I interrupt, Mr. Hansell, long enough to 
say that I think Mr. Kinsley is very modest? I think it is per- 
haps due the convention to know that he conducted the adver- 
tising of the Panama exposition. [Applause.] 

Mr. HanseU: Gentlemen, the exhibit of financial advertising 
in the other room was suggested and the work of getting it here 
was really done by Miss Scully of Morris F. Fox & Company, of 
Milwaukee, and Mr. Mulford of Ames, Emerich & Company. 
If Mr. Mulford is in the room I would like to call on him for a few 
remarks. 

Mr. Mvlford (Ames, Emerich & Co., Chicago) : I would like 
to ask as a request for all those who have seen the exhibit to raise 
their hands. [Almost everyone raised his hand.] I think that is 
rather gratifying considering the fact that advertising some ten 
or fifteen years ago was nothing more than the first page of our 
circulars. I want to explain first a word or two about the exhibit 
and how it came to be here and something about the association 
which owns it. The Financial Advertisers Association is made 
up of a few members of the Investment Bankers Association of 
America and quite a large number of the American Bankers 
Association and other depository bankers. Perhaps the associa- 
tion is influenced a little more by a commercial bank than it is by 
investment bankers. Nevertheless they have made tremendous 
strides. The association was organized some eight or nine years 
ago by a group of advertising managers of the banks down in 
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St. Louis and now is affiliated with the Associated Advertising 
Clubs of the World. Miss Scully suggested to the Publicity 
Committee back in the spring that it might be worth while to 
bring this exhibit here. It had been exhibited at the advertising 
convention at Atlanta back in June and also at the American 
Bankers Association in CaUfomia the past month. We could 
not have done anything in taking a step forward this way had it 
not been that that exhibit was already prepared. As you know, 
a request was sent out to our own membership for those who 
wished to exhibit to send in copies of their advertising matter, 
and there were about 25 exhibits comprising 17 frames, I believe, 
that have been prepared by our own members exclusive of the 
F. A. A.'s exhibit. I think it is no more than right to say one 
thing here publicly from the floor, that the Financial Advertisers 
Association has not any axe to grind. It is a co5perative associa^ 
tion and I believe that the younger men who have direct contact 
with the advertising in all your organizations would do very well 
to join the Association. There has been a feeling on the part of 
some of the older advertising men in the bond houses that some 
movement should be started inside our own organization looking to 
the promotion of advertising ideas, the interchange of ideas and 
so forth. It is possible that somebody may wish to speak on 
that score. Personally, and not representing the committee, I 
am a little opposed to that. I think here is a machine that is 
already made. It has done excellent work and it can go much 
further. Mr. Morse, the Secretary of the F. A. A. of the State 
Bank of Chicago is here and I am sure would be glad to have 
anybody signify their desire for further information or to take 
appUcations for membership. 

There are two outstanding things that strike me regarding 
this advertising movement as a whole. I have in my files adver- 
tising copy that was knocked out ten or twelve years ago as being 
too progressive. That is no criticism of any particular one at 
that time, but that identical style is now being used. The progress 
of course has been very slow. The Liberty Loans did a great deal 
to expand our ideas and push us forward but we can do a great 
deal more. I am very hopeful that the Bulletin can be used as a 
further means of interchange of ideas. People I find are interested 
in the advertising proposition and they should specifically con- 
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tribute articles as some of them have in the past to the BnUiETiN. 
That will be helpful to the wori^ organization. Bir. Fenhagen 
said this morning that if you wish to get weeds out of the gardoi 
you should plant and cultivate flowers. That has been alluded 
to several times this evening. I feel, from having been one of the 
committeemen on the Frauduloit Advertising Committee some 
years past that it is really wonderful what has been accomplished 
towards blotting out the open overt act of the newspapers helping 
the fly-by-nights. Back about the early part of the war I had 
occasion to call on a great many newspaper publishers, or their 
representatives and I can quote you almost word for word what 
one man said. He wanted to know what the difference was if a 
banker takes deposits or the get-rich-quick man gets the money. 
He asked, what is the difference — ^why should not we accept the 
advertising? I have heard other people say that so long as the 
Blue Sky Commission in a state does not prohibit them from 
taking certain advertisements th^ are going to take the revome. 
In my neighborhood that has been changed, partly through ad- 
vertising — ^through publicity and keeping everlastingly at it. 
What can be better than to dovetail into our fraudulent adver- 
tising — overcoming and preventing fraud — than constructively 
putting in worthwhile advertising — ^worthwhile publicity? The 
gentleman that just preceded me on the floor has hit the nail 
right on the head in respect to the education of the smaller fry. 
If we all work together, and I am not intimating for a moment 
that we ought to do cooperative advertising — ^but I hope that 
some time we will be able to do that. My personal interest in 
working for the exhibit and to bring it here was to show you sales 
managers and you office executives, partners of the houses — ^wake 
them up to the consideration of what advertising means. For 
the most part you don't pay any attention to it at all. You have 
a man who purchases your supplies — ^and printing is a part of 
your supplies — circulars are printed matter — therefore, the clerk 
in charge of everything in the office takes on advertising as a side 
issue. That is changing in a number of organizations decidedly, 
but it has not scratched below the surface yet, and if this exhibit 
is of interest to you, the Publicity Committee would like to know 
it. I think very likely a questionnaire will be sent to the mem- 
bership, asking them what they think about the thing — ^whether 
you people wish to have your younger representatives join the 
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F. A. A.; whether we should take the F. A. A. exhibit or exhibit 
wholly our own, made up from our own membership. I hope 
you will give this some serious consideration when you get back 
to your homes. 

Now, Mr. Chairman, I would like to move a vote of thanks to 
the executives of the F. A. A. who have made possible this exhibit. 

Mr. PrescoU: I second the motion. 

The President: Gentlemen you have heard the motion made 
and seconded. Is there any discussion or comment? If not, all 
those in favor will say ''Aye." I think there are none opposed. 
The motion is carried. 

Grentlemen, I think we are to be congratulated in having 
presented to us so excellent an exhibit. I do not say that because 
I saw some of our own advertising in it, but it is a splendid exposi- 
tion of what can be done. 

Mr, Hansell: Is Mr. Ellsworth, of New Orleans, in the room? 
He has had a great deal of experience in advertising and I would 
like very much for him to say a few words. 

Mr. EUatDorth, (Hibemia Bank & Trust Co., New Orleans): 
The subject has been so thoroughly covered that I don't 
believe I can add anything to what has been said. My views 
have been expressed perfectly and I should like to endorse what 
has been said by the previous speakers on the subject. 

Mr. Hansell: I thank you very much, Mr. Ellsworth. Mr. 
President, that is all we have. 

The Preaideni: The Chair has not very much longer to exercise 
prerogatives of any kind, but he is going to exercise another one 
in a moment, by changing the program again. Mr. Sheldon, I 
think, is not in the room, and if he is not I will ask Mr. Barrett 
Wendell to bring before you the summary of the report of the 
Industrial Securities Committee. Copies of the actual report will 
be distributed among you. Mr. Wendell. 

Mr. Wendell: Mr. President and gentlemen, there have been 
only once or twice in my life that I have ever felt very great. 
This is one of them. I will tell you why. In 1912 I attended a 
convention in Chicago at which that great man, James J. Hill, 
read a paper. About the middle of the paper, one of the men 
attending the convention, but not present, turned to me and said: 
''That poor old man never saw that paper until he got in here 
tonight." And, that is the way I feel now. [Laughter.] 
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SUMMARY OF REPORT 
OF INDUSTRIAL SECURITIES COMMITTEE 

The object of most industrial financing in recent yean has been to finance 
inventories expanded by increased business and by rising prices, or as has been the 
case more recently, for the purpose of carrying inventories piled up on account of 
the decline in sales. The urgent need for this type of financing is largely past, but 
we may expect for some years a large volume of refunding business. Many industrial 
companies have become large and stable enough to justify investment credit and 
the public will have increased confidence in the securities of those which pass suc- 
oessfuUy through their present difficulties. 

Devxlofmbnt of FteoTEcnvi: Covenants 

The covenants envolved for the protection of the security holder, referred to 
in the 1920 report of this committee, are now receiving their first real test. When 
the war boom, attended by a tremendous expansion of the ''inventory companies" 
created a demand for new money which seemed likely to over-tax our banking 
resources, it was natural that these requirements should have been satisfied by 
borrowing from the ptiblic, and it was quite logical that such borrowings should have 
been considered deferred bank loans and judged and governed by usual banking 
standards. Bank loans, deferred or otherwise, must be considered on somewhat 
of a liquidation basis and the protective covenants have therefore been closely 
linked with the "quick asset*' and "qiuck liability*' position of the borrowing 
corporation, rather than with earning power, which is the only ultimate measure 
of value of a going concern, but does not lend itself readily to the making of pro- 
tective covenants. 

The primary purposes of such covenants have been conservation and restric- 
tion — conservation in preventing the dissipation of current assets in dividends or 
property account; restriction in limiting current debt, usually to a stated percentage 
of quick assets. 

It is still too early in this test period to pass final judgment on the efficacy of 
such covenants. We believe that their principle is sound and that in general they 
have had a helpful infiuence during the recent period of expansion and subsequent 
deflation. Certain difficulties and inadequacies, however, have come to light. 
The lack of satisfactory enforcement clauses, especially in preferred stock issues, 
has tended to nullify the protective provisions. In certain issues the actual 
satio was at fault — either so high as to hamper the company unduly in its normal 
reasonal swings, or so low as to afford no real factor of safety. Sometimes the 
definition of current assets has included items which are not really liquid and in 
many cases there has been no proper safeguard against contingent liabilities. 

An outstanding weakness has appeared in the inventory account and it is now 
more generally realized that this important item requires more careful study. 

Tbsatmknt of Inventory 

For example, in addition to providing that inventory be valued at "cost or 
market, whichever is lower," consideration should be given to the fact that inven- 
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tory should be fairly balanced and bear a proper relation to the volume of sales. 
Furthermore, the important point is often not what is in inventory but what is 
coming in or going out. For many a company its commitments have proved more 
dangerous than its liabilities. It is important so far as possible to have all contracts 
in elastic form and to avoid selling methods which might result in throwing back 
to inventory a large volume of products at the very time when it may be most 
difficult to re-market them. There have been attempts to limit by protective 
covenants these indirect inventory dangers but in such efforts the medicine may 
be worse than the disease. After all the aim of protective covenants should be 
merely to set safe bounds to the business such as the lender of money is entitled 
to demand. 

In treating inventory in the calculation of profits, it is felt that the factor of 
increase or decrease in value of the inventory account through price changes should 
be as nearly as possible eliminated in order to stabilize profits by a more accurate 
allocation to the year in which actually earned. This may be accomplished in part 
by hedging or by a very rapid turnover or possibly by setting up a reserve sufficient 
to reduce inventory from book figures to some conservative level such as the lowest 
unit prices in the preceding ten years. Your committee is not prepared at this 
time to state definite conclusions or formulae as to the treatment of inventory 
but believes that the points briefly referred to warrant very considerable thought. 

IlCFOBTANCE OF A SxTBSTAMTIAL StOCK EqUITT. 

Among the many costly but valuable lessons of the past year is the danger to 
an industrial concern of heavy fixed obligations, in view of the wide fluctuation of 
prosperity and depression in a trading or manufacturing company. These fluctua- 
tions in net profits demand the limitation of fixed charges to an amount well within 
the minimum of annual earnings as well as adequate provision in the form of 
liquid assets to meet a temporary emergency. Borrowing by the successful 
company to increase the percentage of profit through trading on a thinner equity 
is justifiable and economically sound to a reasonable point, but immediate pros- 
perity should not obscure future possibilities. 

Companies with no long-term obligations and with only one class of stock 
have had comparatively little to fear in the recent readjustment. Such companies 
do not borrow, except from their banks to meet seasonal requirements. Expansion 
is provided through ploughed-back earnings, or through the taking of additional 
stock by the old stockholders, and a higher percentage of profit is sacrificed for an 
improved and increased equity. The owner of a stock which has no senior security 
holds a diversified investment which in effect corresponds to a first mortgage bond, 
a debenture note and preferred and oonmion stock of a similar company with a less 
simple capital structure. 

These companies have been financed largely from private capital and in order 
to make the type more common it will be necessary tot investment bankers to do 
their share and sell irwethnent stocks as well as bonds and notes. Many issues of 
stock which have been distributed to the public have represented only the capitali- 
zation of future earnings and consequently stocks have in general been considered 
speculative rather than investment securities. There is no reason, however, why 
consolidations and new corporations cannot be floated on an investment instead of 
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a speculative basis, or, if the proper care is exercised and the necessary responsibility 
assumed, why investment bankers should not sell invesimetU stocks. With the 
broadening education of our investing public further progress in this direction is 
to be hoped for. 

Rbbfonsibiijtt of thb IsBumo HOUBK. 

After the sale of an investment issue the originating house has an obligation 
which should be faced and frankly accepted. A market should be maintained in 
the issue as freely as possible and if anything goes wrong the aim should be immedi- 
ate and active protection for the security holder through the formation of an 
energetic protective committee. 

When re-organisation terms are discussed, particular vigilance is required to 
make sure that any necessary sacrifice is fairly apportioned and that the burden of 
re-organisation be made to fall first and most heavily on the common stock which 
has the entrepreneur's benefits and must assume the corresponding risks. So far 
as possible new money should be furnished by assessment of junior securities. 
If it is advisable to give in exchange for this new money a security senior to out- 
standing notes or preferred stock, such notes or stock should if possible receive 
compensation in the form of an increased income return or possibly a participation 
in the common stock. 



REPORT OF INDUSTRIAL SECURITIES 

COMMITTEE 

Judging from available figures, the year 1920 broke even the 1910 record for 
volume of industrial financing, and the comparison is still more impressive if 
confined to fixed obligations — b<Hids and notes. According to the annual summary 
published in the W€dl Street Journal, industrial companies furnished less than 
20% of the amount of new bond and note issues sold during 1915. The percentages 
in succeeding yean have been roughly 30%, 89%, 87%, 40% and 65% in 1920. 

In view of the nature and purpose of most of the recent industrial fi«M»^i«g 
its n^id growth might have been predicted from general conditions. The object 
of most issues in the last few years has been to finance inventories expanded not 
only by increased business but also by rising prices. The latter factor has been so 
important that we need not be surprised to see the volume of industrial fiwMioing 
follow in general the upward course of commodity prices. The aggregate amounts 
of industrial bonds and notes issued each year since 1918, are reported as follows: 



1918 $157,000,000 

1914 204,000,000 

1915 288,000,000 

1916 878,000,000 



1917 $400,000,000 

1918 881,000,000 

1919 521,000,000 

1920 1,025,000,000 



Even though commodity prices should retrace their course to "normal," 
meaning vaguely the pre-war level, it does not necessarily follow that the volume 
of industrial financing will correspondingly decline. In this connection it is note- 
worthy that more than one-half of the 1920 financing came in the second six months 
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after the change in price trend. Thia apparent paradox is ezpkined by the fact 
that the decline in sales and consequent backing-up of inventory more than offset 
the effect of falling prices, and outside assistance was therefore needed. 

Such financing for the purpose of carrying inventories b liable to abuse in so 
far as it tends toward hoarding or unneoeessarUy prolongs the readjustment period. 
It is, however, a legitimate and healthy development if limited to the maintenance 
of an orderly decline and the prevention of panic markets. The urgent need for 
this type of financing is hurgely past, but we may expect for some years a hurge 
volume of refunding business either to meet short-term maturities or, if investment 
capital becomes cheaper, to redeem long-term issues with high coupon rates. 
Aside from these special causes, though new issues may well be in smaller volume 
than in recent yean, a great number of industrial companies have become large 
or stable enough to justify investment credit. The public has been educated to 
appreciate their securities and will have increased confidence in the concerns which 
satisfactorily stand the present test. 

Devblofiobnt of FteoTEcnvE Covxnants 

The report of this Committee for 1920 referred to the covenants which have 
been evolved for the protection of the security holder. From this standpoint, the 
current period of reaction has a very special interest as affording the first real 
test these covenants have received. It should be remembered that industrial 
financing as we know it is the result of evolution and the note issues and protected 
stocks with their technical provisions are a comparatively late develc^ment 

Twenty-five years ago "investment securities" meant in general government 
or railroad obligations. The great industrial mergers of the consolidation period 
1809-1902 were accompanied by large bond issues — in mortgage form like the 
railroad issues to which the public was accustomed, the immediate security being 
actual pledge of real property. This idea that fixed assets were the only basis 
for even moderately long term industrial credit continued for years. 

The war boom, attended by a tremendous expansion of the "inventory com- 
panies" resulted in a change in this point of view. There were several reasons 
why this type of company more generally entered the investment field. Many of 
these concerns had expanded too rapidly to rely upon stockholders* money alone. 
They not only felt that their sise and stability entitled them to investment credit 
and to the resulting greater profits to the stockholders through business expansion, 
but there was also the thought that this need for new money might not be perma- 
nent and the required capital therefore need not be furnished by the owners of the 
equity. There was also the situation that the banking system of the country, 
greatly taxed during the period of war and inflation, might not be able to finance 
the requirements of industry for a sufliciently long period. It was entirely natural 
therefore that these requirements should have been satisfied by borrowing from the 
public, and as was pointed out in last year's report of this Committee it was quite 
logical that such borrowings should have been considered deferred bank loans 
and should have been judged and governed by usual banking standards. 

There were earlier examples, but it was only a few years ago that the protected 
note issue in its present characteristic form was generaUy accepted. With the 
idea in mind of an extended bank loan, machinery has been evolved by investment 
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banken with the intent of insuring the maintenance hy the borrowing oompany of 
proper banking credit. As evetyone knows this maehinety has taken the fonn of 
more or less standard covenants or agreements on the part of the borrowing corpor- 
ation. Because of the history of the development of this form of financing, it was 
natural for the investment banker to take a leaf from the book of the commercial 
banker and tie up these covenants closely with the ''quick asset" and "quick 
liability" position of the borrowing corporation. That the covenants should have 
taken this form was quite to be expected not only from the history of th^ evolu- 
tion but even more from their very nature, for the balance sheet condition oflFers 
the natural yard stick for the purposes in view. 

Although as stated hereafter earning power is the only ultimate measure of 
value of a going concern, and although it is possible that in the past earnings 
and their sources have not been sufficiently analysed by investment bankers or the 
investing public, nevertheless experience has shown that it is less practical to 
make covenants relating to earnings than to balance sheet condition. Bank loans, 
deferred or otherwise, must be considered on somewhat of a liquidation basis, that 
is. there should be quickly realixsble assets that can be turned into cash under 
any contingency even though the business should cease to be a going concern. It 
is on this basis rather than on expected or demonstrated ability to earn even large 
amounts that bank loans are considered. Moreover it is well within the ability of 
a cautious management of a properly capitalised oonoem to keep the balance sheet 
condition within given limits but the realisation of a stated amount of earnings 
each year is, of course, beyond control. 

Although the wording of the covenants at times is necessarily very complicated, 
their primary purposes in aiming to maintain proper banking credit were very 
sinqile, namely, conservation and restriction— conservation in preventing the 
dissipation of current assets in dividends or property account; restriction in limiting 
current ddbt, usually to a stated percentage of quick assets. 

It is still too early in this test period to pass final judgment on the efficacy of 
such covenants. They are not a panacea for all ills and will not prevent an in- 
competent management from getting into trouble, but we firmly believe that their 
principle is sound and that in general they had a healthy restraining influence 
during the upward trend and that on the decline — particularly in the case of 
companies uncomfortably near the limit — they have exerted a real pressure toward 
economy and deflation. 

However, certain difficulties and inadequacies have come to light. As men- 
tioned in our report of 1920, the lack of satisfactory enforcement clau ses es pecially 
in preferred stock issues — has tended to nullify the protective provisions. In some 
cases the responsibility of the trustee sits much too li{^tly. In certain issues the 
actual ratio was at fault — either so hi{^ as to hamper the company unduly in its 
normal seasonal swingi, or so low as to afford no real factor of safety. There 
have also been errors in definition of current assets, tot example, the inclusion of 
advances to subsidiaries or stocks of subsidiary or affiliated companies when such 
items are not really liquid. In many cases there has been no proper safeguard 
against contingent liabilities. Too frequently the covenants have been so compli- 
cated and ambiguous as to tax the patience of the borrowing company and the 
trustee. 
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An outstanding weakness has appeared in the inventoiy account and it is now 
more generally realized that this vital part of an industrial balance sheet requires 
more careful study. For example it has been customary to provide that inventory 
be valued "at cost or market, whichever is lower'* and prices have been carefully 
scrutinised, but the same consideration has not always been given to the fact 
that inventory should be fairly balanced and bear a proper relation to the volume 
of sales. 

Tbxatmxnt of Invsntobt and Danoeb in CoiOfinCENTB 

It must also be remembered that the most serious aspect of the inventory 
does not appear in the balance sheet. The important point is often not what is 
in inventory but what is coming in or going out. For many a company its com- 
mitments have proved more dangerous than its liabilities. Long-term contracts 
for the purchase of materiab or parts or for the sale of products in definite quantity 
at a fixed price are a constant menace, no less real because usually disregarded 
in the protective covenants. All contracts should be, so far as possible, sufficiently 
elastic both in price and amount to permit under any contingency a reasonable 
profit to all parties without in any case forcing a disastrous overloading of inven- 
tory when sales decline. Sliding-scale contracts based on cost of coal or posted 
prices of oil are well-known examples of the preferable form. 

Another source c^ inventory danger may lie in the company's selling methods. 
Sales on consignment or long-term credit or with direct or indirect guaranty of 
purchaser's notes usually accompanied by repurchase agreements, may result in 
throwing back to inventory a large volume of products at the very time when it 
may be most difficult to re-market them. 

There have been occasional attempts to limit by protective covenants these 
indirect inventory dangers, but in such efforts the medicine may be worse than the 
disease. There is alwajrs the possibUity that the banker will think he knows the 
borrower's business better than the borrower himself. There b a real danger in 
hampering a successful business with limitations on methods of sale or in its con- 
tractual relations. The whole question comes down to one of management and 
points again the obvious truth that with rare exceptions an industrial issue is not 
an investment issue unless the company has stood the test of lean as well as prosper- 
ous years and its management is a demonstrated success. There is something to 
be said for the English theory of almost unrestricted loans based on satisfactory 
credit history as compared with our tendency to restrict the borrower; but it should 
be pointed out that the management of an English enterprise is by temperament 
as well as through experience probably more cautious than is the case here. The 
aim of protective covenants should be merely to set safe bounds to the business* 
such as the lender of money is entitled to demand. 

More Emphabis on Cash Iteub 

In the drafting of future current asset covenants it may be advisable to place 
less emphasis on inventory and more on the "cash position," i.e., the ratio of cash* 
good receivables and marketable securities to current debt Experience may pro ve 
that a covenant to maintain a lower ratio based on these items is sounder than the 
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present system of including inventoiy. Or a compromise may be reached, per- 
h^M including inventory under certain limitations, as that it be in balance, not 
more than a fair percentage of the previous year's sales, and priced at pi«-inflation 

values. Until we have had more opportunity for practical observation any suggea- 
tions along these lines can be only tentative. 

Relation of Invxntobt and FteoFiTs 

Although holders of bank loans are in theory concerned only that liquid assets 
be maintained in amount sufficient to pay their loans promptly, whether or not 
the business continues, nevertheless earning power b the ultimate criterion of value 
for a going concern. Inventory in the foregoing has been considered only from 
the balance sheet point of view, but a discussion of its relation to earnings is also 
appropriate and very important. 

In a utility or railroad the determination of profit is a straightforward deduc- 
tion of expenses from receipts. In an industrial it is customary to price inventory 
at the beginning and at the end of the period; the former figure is added to expenses 
and purchases, the latter to sales and the difference taken as gain or loss. Over a 
sufficiently long period this method approximates the truth, although it does not 
indicate the source from which profits are derived, but in a limited period, as one 
fiscal year, it may come far from revealing the true earning power. 

Under this method of calculation industrial profits comprise two factors which 
can hardly be distmguished mathematically, but which nevertheless have an en- 
tirely different economic significance. There is, first, the normal operating profit* 
analogous to that of the utility or railroad, representing the spread at any moment 
between net sales and actual cost. There is, second, the increase or decrease in 
the value of the inventory account. 

From the standpoint of conservative business the second factor in profit 
should be as nearly as possible eliminated. To a certain extent taking a market 
position in materials may be justified by the knowledge and opportunities of the 
management — admittedly good business comprises good buying as well as good 
selling — but the speculative danger is so great that it is properly an entrepreneur's 
risk and should be kept at a minimum in a business in which any considerable 
amount of borrowed money is used. 

Under the foregoing method of inventory accounting a company may show 
for the fiscal year substantial profits, presumably to be added to surplus or paid 
out in dividends. Yet these profits may be largely locked up in inventory only to 
be wiped out in a declining market. It is also generaUy overlooked, but true 
nevertheless, that in a going concern a large part of the inventory is as much a part 
of the plant as the bricks and mortar. The individual units are in a state of 
flux, but short of actual liquidation and subject to seasonal variations there is 
usually a fairly definite physical volume of inventory necessary to the business. 
Our present method of accounting assumes that as of a given moment, say the 
close of the fiscal year, this inventory may be priced and set upon the balance 
sheet along with cash receivables as though it could be disposed of at a moment's 
notice and at a specified price. The past year with its history not only of declining 
markets but of the over-ni^t disappearance of purchasing power has shown us 
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the fallacy of inducriminately calling inventory current or of using it as a basis 
for the determination of profits. 

It is generally conceded that in figuring periodic profits inventory should not 
be taken at current market prices without regard to cost, although this method is 
used by many less conservative managements. The result in case there has been 
any appreciation is to show as profits what are still merely hopes and cannot be 
realised until the final product is sold. Even the more customary practice of 
pricing inventory "at cost or market, whichever is lower" is in principle illogical. 
This method does not anticipate profits* but it does disregard possible losses in 
that it assumes the figure used to be a rock bottom one, and to that extent may 
build up a fictitious surplus. 

Without discussing in detail the accounting machinery involved it should 
be the aim of industrial managements to stabilise profits by a more accurate alloca- 
tion to the year in which actually — and permanently — earned. In some cases 
this can in part be accomplished by hedging or by a very rapid turnover. In the 
case of non-seasonal manufacturing or merchandising concerns in which there is a 
fairly definite normal volume of each class of inventory, the result may be partially 
gained by keeping inventory at a conservative figure, say the lowest unit prices 
for the preceding ten years, or by setting up, initially from surplus and thereafter 
from profits, a reserve sufficient to reduce inventory from the book figures of "cost 
or mariset" to some such conservative level. 

Your committee is not prepared at this time to state definite conclusions or 
formuke as to the treatment of inventory. It believes, however, that the points 
briefly referred to in the foregoing warrant very considerable thought not only 
by the investing public but by security dealers, issuing houses and even by com- 
mercial bankers, although the problem of the latter is comparatively simple, due to 
the early maturities of bank loans. 

Imfobtancb of a Substantial Stock Equity. 

Among the many costly but valuable lessons of the past year is the danger to 
an industrial concern of heavy fixed obligations. The very special nature of a 
manufacturing or trading business involves comparatively wide fluctuations of 
prosperity and depression. In the upward swing of the business cycle the pur- 
chasing power of the public increases. The volume of sales expands more rapidly 
than overhead expenses, resulting in a more than proportionate growth of net 
profits. Prices rise in response to the quickened demand and net profits fn^n 
sales are further increased through inventory appreciation. In the declining phase 
of the cycle the reverse is true, and the shrinkage in net profits is accentuated by 
competition which gradually eliminates the marginal producer. 

These well recognised factors do not mean that an industrial obligation is in 
itself more hazardous than an investment in a utility or a railroad. They merely 
indicate that the industrial is subject to certain risks which require corresponding 
reasonable precautions. SpecificaUy, these fluctuations in net profits demand the 
limitation of fixed charges to an amount well within the minimum of annual earnings 
and adequate provision in the form of liquid assets to meet a temporary emergency. 
For the successful industrial it is a natural temptation to borrow and thus increase 
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the percentage of profit through trading on a thinner equity. To a reasonable 
point this desire is justifiable and econondcaUy sound, but immediate prosperity 
should not obscure future possibilities. Funded debt should be fitted to the little 
and not the big end of the horn. 

There is a certain school of financing which mi^t be called the New England 
type, not because limited to New England, but because it harmonises so well with 
Yankee thrift and is perhi^M most frequently exemplified in that region. The 
exponents of this school do not borrow, except from their banks to meet seasonal 
requirements. Expansion is provided through ploughed-back earnings, or through 
the taking of additional common stock by the old stockholders, and a higher 
percentage of profit on the stock is sacrificed for an improved and increased 
equity. The owner of a stock which has no senior security or prior debt holds a 
diversified investment. He owns a cross-section of his company and is as well 
off as his nei^bor who may have a first mortgage bond, a debenture note and 
preferred and common stock of a similar company with a less simple capital struc- 
ture. Companies of this type have little to fear in the recent readjustment. 
Along with the rest of the conunercial world they have faced a temporary shrink- 
age in profits, but have escaped the recurrent anxiety of semi-annnal interest dates 
and a depleted treasury. 

This so-called New England type has developed hurgely through private capital 
and in order to make this type of financial structure more common it will be neces- 
sary for investment bankers to do their share and sell ifwestmeni stocks as well as 
bonds and notes. Unfortunately most dealers in securities sell bonds and notes 
as investment and only sell stocks of what they frankly admit are speculations or 
promotions, whereas there is no reason, if the proper care is exercised and the 
necessary responsibility assumed and granted to the issuing house, why investment 
bankers should not sell irwettment stocks. With the broadening education of our 
investing public further progress in this direction is to be hoped ttx. It must be 
admitted that in many cases where stock issues have been distributed to the public 
on a large scale, such issues were at the time not proved investments and represented 
only the capitalization of future earnings. There is, however, no reason why con- 
solidations or new corporations cannot be fioated on an investment instead of a 
speculative basis, or why large issues of proved investment stocks cannot be made, 
if the investment banker is willing to educate his clientele. 

RlSFONBIBILITT OF THE IsSUINO HoUBE. 

What comes after the sale of an investment issue? The originating house has 
an obligation which should be faced and frankly accepted. If all goes well, the 
house should strive for service in maintaining as freely as possible a market in the 
issue. ' If anything goes wrong — and until pure mathematics can be substituted for 
the human equation something will occasionally go wrong — the aim should be 
immediate and active protection for the security-holder. Prompt steps should be 
taken for the formatbn of a protective committee, cumbersome machinery, but 
when properly used, the most effective means available for representation of scat- 
tered security holders. Energetic action by the committee is necessary to offset 
the pressure of the junior equity and the large current creditors, most of whom 
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are in better position to make themselves heard than are the individual note or 
preferred stockholders. 

When reorganization terms are discussed particular vigilance is required to 
make sure that any necessary sacrifice is fairly apportioned. There have been 
reorganizations in which additional capital requirements have been met through 
the creation and sale of a new senior issue to which outstanding securities were 
subordinated without further adjustment. There also have been instances in 
which senior and junior securities were scaled down in the same proportion. The 
effect of these methods is to penalize the notes or preferred stock equally with the 
common stock and at the same time preserve the full junior equity for the latter. 
If the preference of a note or preferred stock issue means anything, they should 
mean that the burden or reorganization must fall first and most heavily on the 
common stock, which has had the entrepreneur's benefits and must assume the cor- 
responding risks. 

So far as possible, therefore, new money should be furnished by assessment 
of junior securities. If it is advisable to give in exchange for this new money a 
security senior to outstanding notes or preferred stock, such notes or stock should 
if possible receive compensation in the form of an increased income return or 
possibly a participation in the common stock. 

It is hoped that next year's committee, with the information that it will have 
available from current experience will be able to generalize horn the history of 
various typical industries through the periods of war and deflation, especiaUy in 
relation to the principles which would seem of most interest to the Association, as 
for example those governing protective covenants, proper financial structure and 
reorganization of industrial concerns. 

Respectfully submitted, 

Harold Stanikt, Chairman, 

The President: Grentlemen, there are two topics of discussion 
of Mr. Stanley's paper. One is that of investment stocks and the 
other protective covenants. I think that most of you took pains 
last year to read in full the report of the Industrial Securities 
Committee and if you did you could not help feeling that it was a 
splendid contribution on the subject of industrial securities. I 
am sure when you go over the present report, you will find it is a 
further contribution on the same lines. We come here not only 
to converse with each other about every day affairs, but to try to 
thrash out some of the problems which bother us in our individual 
business, and I am going to ask Mr. Wendell if he won't lead this 
discussion on both of these subjects. Now I hope if anybody 
has any ideas on the first subject, who cares to express himself on 
any of these questions or desires discussion, I hope he will feel 
free to do so. Grentlemen, the floor is open to you for this purpose, 
and I want you to take part freely in this discussion. 
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Mr, Wendell: I don't think we have heard from Mr. H. P. 
Wright of Kansas City on any subject in this convention, and I 
would like to hear him on this subject, on investment stocks. 
Mr. H. P. Wright of Kansas City. [Applause.] 

The President: Mr. Wright, won't you come forward please? 

Mr. Wright (H. P. Wright Investment Co., Kansas City): 
Mr. President, and Gentlemen, it seems to me that in indus- 
trial securities as well as in utility securities which have been 
discussed here, there is a new element that is coming into it 
whether we recognize it or not. You may call it a modified form 
of socialism if you like, but it is an element which is coming to 
stay, and we have to reckon with it as investment bankers, and 
that is that everybody is claiming that in all corporations, no 
matter what the purpose is that the public has some kind of a vest- 
ed right. That is the basis of the control of railroads and the basis 
of the control of utilities. Every public utility in the country is 
based on that and every control of rates and every Blue Sky law. 
The whole matter seems to indicate that the people are coming 
to the conclusion that they have some kind of right in every 
corporation no matter what its purpose is, but the fact that it 
gets its right from the public indicated that the public has got 
some kind of a continuing interest in it. As investment bankers, 
we have to reckon with it. We can't dodge it. It is coming to 
stay, and I think in the financing of industrials and particularly 
of public utilities, you have to figure on it all the time. You 
take the case of public utility; some one raised the question this 
morning in the report, but I don't remember who brought it up 
now, that the preferred stock would have to be sold on such a 
basis, as would absorb practically all the earnings which the law 
would allow you to make. I think that is true. You have to 
recognize it, as a condition to be met hereafter, and treat it 
the best you can. Suppose a public utility is allowed to earn 
eight percent, and you put out eight percent preferred stock; in 
other words, you are giving the holders of the stock all that you 
are able to earn. The result would be that you must sell preferred 
stock where it will bring you an amount of what you might call 
political insurance. That is, stability. Suppose you sell the 
eight percent preferred stock at par and sell it where that cor- 
poration operates. Now the very fact that it is sold -at par is 
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going to stabilize your preferred stock — or your bonds which 
come before it and it is also going to give you an assured price on 
the common stock on which you will make your profit, on which 
you will earn more than otherwise. Now that is a situation 
that we must face as investment bankers, and we might just as 
well recognize it. In industrials it is going to be the same way, 
only the stabilization as to the business is going to come in a 
little different way, not by regulation by a utility commission, 
but by regulation through competition. I think that is all I 
have to say, Mr. President. [Applause.] 

Mr. WenddL: Gentlemen, if you recall the things in the 
report, you will remember that the chairman of the committee 
really spoke of two things and one was covenants and one was 
earnings. He made the suggestion, which strikes me after my 
deep study of the report [laughter] as being quite putting. As a 
matter of fact, if you are going to put money into a business, you 
want to know whether or not over a period of years it can earn 
something. It strikes me in looking over the advertisements 
describing preferred stocks, that there have been a lot of covenants 
in them which might prove dangerous. I think the best ones have 
been the requiring of certain fixed assets and certain fixed rela- 
tionship, net quick assets, and liabilities, or net quick assets and 
the preferred stock. They have taken into consideration the 
fact that the sun doesn't always shine, and the company might 
have only net quick assets, but very few quick assets of any 
kind. That is what they were borrowing for, they don't come 
to us to borrow because they want long quick assets. My experi- 
ence is limited to Lee, Higginson & Co., but they have not come 
to us for them. Am I right, Mr. Hallowell? And therefore I 
think in reading over the report which was written by Mr. Stanley 
with a great deal of care, and a man whose judgment is very 
good, and whose judgment on any subject is well worth consider- 
iiig» you should take in the proper consideration in drawing your 
preferred stock provisions for note provisions. I would like to 
ask Mr. Borton if he has any light that he can throw on these 
questions. Don't mind coming forward with me. It is not a 
very difficult thing, I did not know much about the report except 
that I read a few words ahead before I read .them out loud. I 
think the question of industrial financing is a very pertinent one 
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of the preferred stockholder. It seems to me from my brief 
experience in industrial financing that that is the important 
feature of the whole preferred stock contract, the limitation of 
the expenditure of money for the benefit of the common stock. 

Mr. Sinclair: I think that his dividend should be limited to 
the legal rate of interest on money in the state in which he is 
incorporated, and that his additional earnings, which I would not 
limit in any sense in the word, should go back into the business, 
subject to the preferred claims of the bondholder, and the pre- 
ferred stockholder, and as long as he has bonds and preferred stock 
out that he should not be allowed to draw more than the legal 
rate of interest in the shape of dividends. 

Mr. Murch: Does that restrict common stock dividends 
payable in stock? 

Mr. Sinclair: Absolutely the legal rate of interest. I would 
not limit his earnings, but they should leave it in the business 
subject to the prior equity of the bond and preferred stockholder. 

Mr. Murch: I mean dividends payable in stock. 

Mr. Sinclair: A stock dividend does not cost you any- 
thing. It is the money that you pay out that hurts your 
security holder. You can increase the amount of common stock 
all you want provided it is not issued beyond the fair value of the 
property and you are going to pay dividends on it afterwards. 
I said that the rate of dividend on the common stock should be 
limited to legal rate of interest on the legitimate investment in 
the property and beyond that any earnings which you make, 
which I do not think should be limited at all, should go back into 
the business for the protection of the man who has advanced 
money on junior securities which are limited in their rate of return 
and therefore should not be asked to pay beyond that. I think 
the rest of your covenants, no matter what the intention was, or 
in how good faith they are issued, are more apt to hamstring the 
company and limit them than they are to assist you in collecting 
your proper return. I have arrived at this conclusion after some 
painful experiences, and I did not hold these views three or four 
years ago. [Applause.] 

The President: Gentlemen, has anybody anything to con- 
tribute on this discussion? It seems to me to be a sad thing to 
leave it at an interesting point like this. Mr. Sheldon suggests 
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Mr. President: Mr. Sinclair, won't you say something on this 
subject? 

Mr. Sinclair (Estabrook & Co., New York): I have 
watched with a great deal of interest, Mr. President and Gentle- 
men, during the last four years, the raising of capital for industrial 
enterprises due to the very rapid expansion of our industry 
after our entrance into the war, and I think many of us 
with the best intentions in the world have been misled in trying 
to place ourselves in the dual position of a partnership and creditor 
at the same time. [Applause.] A stockholder is a partner in 
an enterprise, and you can draw aU the covenants you want and 
you can't make him anything else. A creditor is in a different 
position. He is not a partner and the very minute you try to 
place a man in the dual position of a creditor and a partner at the 
same time you have attempted the impossible. Now if I want 
to make a man a partner in an enterprise and I want to get the 
best result I can out of that partner I don't hang a lot of restric- 
tions around his neck when I send him around to do business for 
the joint account. If I lend a man money I first want to know 
that he is honest, but apart from that I may wish to place restric- 
tions upon my security. When I want him as a partner I. don't 
want to place any restrictions on him at aU. Now I did not hold 
these views three or four years ago that I hold today. I have 
learned them from experience, and I have come to the conclusion 
that the only protection that a banking house can give to a 
stockholder is to have that banking house represented on the 
board of directors of the corporation whose securities they are 
selling and to have them watch the progress of that corporation, 
and even if they can't control it, which you could not expect 
they would be able to do, that they are at least in a position to 
raise the voice of warning when they go beyond the bounds of 
prudent finance or prudent commitments. Therefore I do not 
think that all the restrictive covenants, barring only one, that 
the rate of dividend on the common stock should be limited until 
certain conditions have been complied with, are worth the paper 
they are written on, [Applause.] 

Mr. Murch (Maynard H. Murch Co., Cleveland): I wish 
Mr. Sinclair would define the condition under which he thinks 
the common stock dividend should be limited for the protection 
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tions — ^which you are familiar with — ^we have found that the most 
carefully drawn preferred stock seems in the end, in an emergency, 
— ^like this, to be preferred only in name; and I would like to en- 
dorse Mr. Sinclair's recommendation that we cannot draw coven- 
ants that will prevent us or keep us out of all trouble. We 
are hamstringing the companies sometimes just at a time when 
it would need the most latitude. For the sake of iUustration I 
would like to tell you a story of the first week that I was in the 
bond business as a salesman. I was asked to go to an inland 
city and try it on the dog. A list was given me of people who had 
bought of our firm in that vicinity and who were considered good 
prospects, and in calling on the latter I came to the proprietor 
of a department store — ^a big red-faced Scotchman with a beautiful 
burr in his voice, and he greeted me very cordially. He said 
''Come in. Son, I am glad to see you. I always thought well of 
your house. I thought now and then I would buy a few bonds 
of you, but I never did. What is your leader today?" I there- 
upon trotted out the leader that I had carefully committed to 
memory and I recited some earning figures and the capitalization 
and he put up a big hand and said ''Wait; don't talk figures to me. 
I have learned that nothing lies like figures, except the facts. 
There are gentlemen clever enough to twist them both so you 
would not recognize them. When I make an investment I buy 
nine-tenths man and one-tenth property and in fifty years I 
come out all right. Who is the man who is running this concern"? 
I said, "Mr. Glenn, I don't know; I haven't got that far." He 
said, "Go and find out, young man, and maybe I will lend him 
some of my money. When I pass my money to another man to 
take care of I would like to know that he hAs the same respect for 
it that I have." [Applause.] Now, he was very friendly and I 
put a pin in there and resolved that I was going to go to school 
to this man who had been fifty years here, and I said "Go ahead, 
Mr. Glenn. Tell me the rest of it, because I have only been one 
week in this business and you have been fifty years in it." And 
he said "Well, I wiU tell you. I have a baby up home and the 
reason I mention it is that she is a socialist. She goes through 
my pockets every now and again for chocolates, which sometimes 
she gets. Where she got the idea, I don't know — ^not from her 
mother and not from me, because we were bom in a land where 
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you never get something for nothing. The climate is poor there, 
but satisfactory. It breeds men competent. As you wander up 
and down this world and you come to a good job you generally 
find a Scotchman holding it down. You never find a socialist 
holding it down. I am not telling you that I am only lending 
my money to the Scotch, but I know he has the same idea of 
money that I have." So, I say as we consider investment stock 
it gets down pretty nearly to the character of the man we want 
to endorse before we put our hall mark on the security and re- 
commend it to our clientele. We always want to consider it 
from that aspect. The policy of the American Car & Foundry 
Company in the past three or four years such a conspicuous 
success, paying away their dividends in Liberty Bonds over three 
years in advance; the policy of the Fruit Company and other 
companies which you are familiar with; they make such a con- 
trast to the people that have not the Scotchman's respect for 
money. [Applause.] 

The President: Gentlemen, we have left a very convenient 
amount of time to take up what I think you will find to be some- 
thing that is very interesting, and if there is no further discussion 
of this subject, although there might well be, we will proceed to 
the next part of the program. We have now come to that part 
of our program which calls for consideration of the subject: 
"Why and How People Buy Bonds." We are very fortunate 
tonight in having with us two of the vice-presidents of Albert 
Frank & Company, Mr. M. Robert Herman and Mr. John Watson 
Wilder. I am going to introduce Mr. Herman first, and then 
Mr. Wilder is going to be introduced next and will give his talk. 

(The address delivered by Blr. Wilder is not published herein. The text 
may be obtained from Albert Frank & Co., 14 Stone Street, New York.) 

The President: Gentlemen, before you leave the room I have 
just one more thing to say. I think both Mr. Herman and Mr. 
Wilder as well as Albert Frank & Company deserve the thanks of 
this Association. Without question this has been probably one 
of the most interesting and instructive surveys that has been 
brought to our attention. It certainly has been one of the most 
interesting that has been brought to mine, and I don't see how 
you can fail to profit by it. I want to say that Albert Frank & 
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Company came to us with this matter in a very hesitant frame of 
mind. They undertook this survey simply on their own account 
and for their own satisfaction and for their own business, and we 
appreciate very much their willingness to give us the benefit of it. 

I just have one more thing to say and then today's session of 
the convention is closed. Tomorrow morning we have a forenoon 
session and in the afternoon we have a golf tournament. I hope 
we can have a very full attendance in the morning and I hope 
we can begin promptly at half-past nine. 

Mr, PrescoU: There is a resolution that I desire to offer at 
this time and I desire to offer it for two reasons: First, because 
it has been suggested to me by our very worthy and competent 
Secretary and I feel sure that every one present who has had the 
privilege of an acquaintance with the gentleman to whom it 
refers will be most happy to have the privilege of voting for it. 
Secondly because I believe that the resolution is now timely. 
I will now read the resolution: 

Whebsab: It hat heoome known to us thai Mr, Oeorge H. Taghr of 
Ckieago, Vioe-PreMent cf E. H, RoUuu A 8onM, hag for 90vu Hme paH been 
eardy tU and is therefore unable to be present with us at this ooneention, and 

Whxbkas: He teas actiee and it^uential in the organiMaiion of this 
Assoeiatum and during its entire life has been one cf its most toyal, enthusiastic 
and usrful menibers, serving as a goeemor, lohoring on its important eommittees, 
attending its meetings and eoneentions unfailingly ease only in case of ilUuUt 
taking especial pride in its increasing success and i^fluenee, and 

Wherkab: The breadth of his friendly interest in all of us^ his kindly tolor- 
anee and sympathetic understanding, his dignified, though full spirited partieipa- 
Hon in our social pleasures, hose endeared **Unde George** to the members of this 
Association, and we now in his absence from this eonoention not only miss the 
sage counsel cf this dean cf our profession, but especially his genial personal pres^ 
enoe, therefore be it 

Resohed, By the Insestment Bankers Association of Amorica, in annwd 
convention assembled, that the Secretary be and he is her Ay inetructed to express 
to Unde Oeorge Taylor, as veil as words may do, our prcfound sympathy and 
solicitude for kim in his illness, and our earnest prayer and hope that he may be 
speedily and eompletdy restored to health and vigor and to our midsL 

[Great applause.] 

The President: Gentlemen, you have heard the motion. Is 
there a second? (Thereupon the motion was seconded and 
adopted by rising vote.) 

Gentlemen, the motion is carried and we will now adjourn 
until nine-thirty tomorrow morning. 
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WEDNESDAY MORNING SESSION 

NOVEMBER St, 1921. 

The President: Grentlemen, the convention will come to order. 
The first thing on the program this morning is the open forum for 
discussion of problems confronting and relating to the various 
groups. I notice just as the convention opened the vice chairman 
of the Michigan Group came into the room with his usual prompt- 
itude. We shall be very glad indeed to hear from Mr. Lerchen if 
he has anything to say on this subject. Will you please come up 
to the front, Mr. Lerchen. 

Mr. Lerchen (Watling, Lerchen & Co., Detroit): Mr. Presi- 
dent and Gentlemen, Mr. Julian Harris before he went away 
asked me to give you just a digest of what we have been doing in 
Detroit and in Michigan with the group. 

MICHIGAN GROUP REPORT 

The Michigan Group of the Investment Bankers Association of America has held 
practically no meetings as a group during the past year. The Executive Com- 
mittee, however, has met whenever occasion required, and their attention has 
been given particularly to some legislative matters which were of particular interest 
to the investment banking fraternity. These matters are as follows: 

In the early part of the legislative session, a bill was introduced by Rep. Lord, 
which aimed to repeal the law in Michigan, which allows the payment of a specific 
tax on secured debts and outside municipal bonds, thereby making them tax 
exempt to maturity. The bill was passed by the House and reported out by the 
Senate Committee and was re-referred to the Committee where it is still held. 

In the Senate a bill was introduced by Senator Osbom, which provided for 
the payment of a specific tax of H% for each five years or fraction thereof and also 
provided penalties for non-payment which were drastic enough to insure the pay- 
ment of the tax. This biU, I believe, is still in the committee. In the opinion of 
those active in the matter, some measure along the lines of the Osbom Bill will be 
the final outcome of the situation. 

MuNicn>AL Law : A bill to regulate the issue of bonds by municipalities was 
prepared by counsel engaged through the Municipal Committee. This bill 
passed both houses of the Legislature but was vetoed by the Governor probably 
because it provided for the sale of bonds at less than par under certain conditions. 
This probably will have the attention of the Municipal Committee at the next 
Bcmom of the legislature. 

Usubt: Under the old law of the State of Michigan, any rate of interest or 
charge for money in excess of 7% was usurious and voided the interest. Interest 
so paid was held to have been paid on principal. The courts have also been quick 
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to condemn any subterfuge in the way of underwriting services, bonuses, etc. 
On May 18, 1921, an Act was approved, keeping the ma^gimitm nte at 7%. 
This Act also provides that it "shall not apply to the rate of interest on any note, 
bond or other evidence of indebtedness issued by any corporation, association or 
person, the issue and rate of interest of which have been expressly authorised by the 
Michigan Public Utilities Commission or the Michigan Securities Commission." 
In the opinion of counsel, careful attention in presenting issues should be given 
to the specific authorisation of the interest rate and other charges. Unless this 
is done, it is felt that there is danga that the ordinary approval for the sale of an 
issue by the commission does not cover the situation. 

Blub Skt Legislation : The Michigan Group found upon investigation that 
the bulk of criticism directed at the old Michigan Blue Sky law was aimed parti- 
cularly at the matter of consent to service and the fact that tentative approval 
which the commission had been giving in some cases, did not protect the invest- 
ment banker. Under the new law, consent to service is limited to "suits and 
actions arising out of or founded upon the sale or offering for sale or holding of said 
stock, bonds or other securities." The matter of protection under tentative 
approval u taken care of by a clause which provides that the commission "may 
make such rules and regulations as may be necessary to carry out the provisions 
of thu Act, etc." and "any order, authority or permission made or granted by 
said commission under any such regulation shall be of equal force and effect and 
provide the same i»otection as if made or granted under a specific provision of this 
Act." 

While as far as meetings are concerned, the Michigan Group has seemed to 
be inactive, we are confident that the group idea is a step in the right direction on 
the part of the Investment Bankers Association of America. The groiq> un- 
doubtedly provides a means of giving energetic attention to matters which are of 
interest to us as a whole and which would probably receive much less attention 
if left to the initiative of the individual members. In such matters the group has 
a very much stronger position and receives consideration which would probably 
be denied to any individual member. 

Fortunately, the Michigan Group has not found the necessity of any activity, 
in matters relating to syndicate agreements, or relations between its members. 
We believe, however, that the Group idea provides the best means of handling 
situations of this character and that it can be made useful in practically all phases 
of the investment business. 

The PrendetU: Does anybody desire to discuss any of the 
matters referred to in the report of the Michigan Group? It has 
been the experience of the Board of Governors this last year that 
the organization of the groups has been a very strong factor in 
accomplishing work of the Association that has been rather 
difficult to accomplish before. The careful organization of the 
groups in every respect in their respective districts has given us 
the skeleton of an organization that we can call upon for quick 
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action whenever we need it, and it has been demonstrated on two 

or three occasions that the group organization is not only going 

to develop the needs and ideals of the Investment Bankers 

Association of America in their own local communities, but is 

going to help the work of the national association very materially. 

Mr. WendeU, have you something to say for the Central States 

Group? 

CENTRAL STATES GROUP 

Mr. Wendell: I would like to say this about the Central 
States Group: We were very fortunate in starting out with Mr. 
Stevens, Mr. Glore and other members of the executive committee. 
We were able to interest in the group idea the strongest men we 
have on the street in Chicago, the Chairman being Mr. Traylor, 
and the Vice-Chairman Mr. W. L. Ross, the Chairman of the 
Membership Committee, Mr. Clarke, and the Chairman of the 
Entertainment Committee, Mr. McNair of the Harris Trust & 
Savings Bank, and the Chairman of the Fraudulent Advertising 
Committee, Mr. Bermingham. We had on those committees a 
number of very fine fellows. There were one hundred and 
thirty-six possible members in that group. There were one 
hundred and twenty-two of them who were members and of the 
remaining fourteen eight represented branch offices in Milwaukee, 
for instance like Halsey, Stuart & Co., Ames, Emerich & Company, 
and there were six houses of the remaining fourteen that we did not 
push to come in. So, for all practical purposes we had one 
hundred and seven, and we had fifty-two associate members. 
We had a meeting of the group last September at which one 
hundred and sixteen were present, and then one in December 
where there was another one hundred and twenty-one present. 

And the third one with one hundred and ten and the fourth 
meeting with ninety-three. They were all dinners and all moved 
smoothly. We appointed a special committee. I am not going 
to speak on the Legislative Committee because Mr. Ross is here 
and I am going to get him to tell you about that, but we appointed 
a special committee on the subject of interim receipts at the request 
of Mr. Stevens. The Chairman of that Committee was Mr. 
Howard Fenton of the Harris Trust & Savings Bank. They 
had a meeting and discussed things back and fortli; on September 
26th they put in the following resolution. This has not been 
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acted on by the Central States Group, because I expected before 
coming here that Mr. Stevens would be the Chairman of that 
Group. He will be next week, but the constitution of the group 
prohibits his election until after this meeting here, so the group 
has not had a chance to discuss it. The resolution is as follows: 

Whebbab, The practice cf issuing imeeure interim receipts has resttUed 
in financial loss to the holders of certain interim receipts, now therefore he U 

Resolved, That this committee recommends an effort he made to develop the 
practice of embodying in each intern receipt a statement informing the holder 
what proeisum is made for its redemption, namdy, by the deposit of funds wUh 
the issuing banker, by the deposit of funds with a named bank or trust comp€my, 
by loans against New York Stock exchange collateral or by v^at other means 
seems satisfactory to the issuing banker, and 

Resolved, Further that effort be made to develop the practice cf embodying 
in syndicate agreements a full description of the interim receipts in terms thereof. 

That point was raised there because a firm I think in Oregon 
issued its own temporary receipts and took temporary receipts in 
from the bank; issued its own temporary receipts and finally 
failed owing about two million dollars, which caused a lot of 
feeling out in that country. 

Our dues are pretty low. The dues for active membership 
are ten dollars a year, for associate members one dollar. We had 
to go around and collect a little money for attorneys' bills, but 
not very much. One thousand five hundred seven dollars and sixty 
cents represents our total expenses for attorneys during the year 
and five himdred twenty-five dollars and thirty-four cents the 
other running expenses. Mr. Ross, have you anything you care 
to say? 

The President: Mr. Ross we would be glad to hear from you. 

Mr. Ross (William L. Ross & Co., Inc., Chicago) : My work 
in this group has had to do with the legislative feature and more 
especially with the Blue Sky work in Indiana, Illinois, Iowa and 
Wisconsin and I think you are advised of the fact that in three of 
these states an extreme improvement, or modification of the laws 
has been accomplished in the past year. We managed to eliminate 
from the laws, the contingent liability which we felt was too great 
for any of the bond houses to bear, in the ordinary offering of 
bonds. We found that they carried a liability in many cases 
which aggregated amounts greatly in excess of the capital, and we 
have had this changed so the liability of that kind has been 
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eliminated. In early meetings you have heard of some of the 
troubles which we still have in Indiana. There is work to do 
down there yet, but we hope that we will get it straightened out 
eventually. I will say so far as the Legislative Committee is 
concerned, that it has been extremely fortunate in that its work 
has been done mostly by a man who is a member of the Asso- 
ciation and who is an absolute genius in the handling of political 
situations, namely Mr. Wendell. [Applause.] 

The President: Mr. Witter, as Chairman of the California 
Group have you something to say? 

CALIFORNIA GROUP 

Mr. water (Blyth, Witter & Co., San Francisco): Mr. 
President and Gentlemen, we have a certain kind of pride in group 
organization in California, because I think California was the 
pioneer in such organization or at least in the advocacy of the 
organization of groups. Inasmuch as that part of the country is 
so isolated from the rest of the United States, perhaps our local 
problems have been somewhat more serious than other parts of 
the country. We have certain things which arise which are 
essentially local matters. I think it was in 191 9 that the group 
organization was first advocated and I think the California 
Group was first organized under the provision changing the 
constitution of the Association. The problems of investment 
bankers can be divided into two classes; the first class is problems 
affecting the nation, and of course those can be well handled by the 
national Association, but there are certain problems with refer- 
ence to legislation, and certain social problems, and those re- 
lating to the control of business and ethics and practice which 
are local problems and should be handled by local groups. Various 
conmoittees provided for in the constitution have been organized in 
California, and in addition we organized a legislative committee 
which I think is not provided for. At the last session of the legis- 
lature in the early part of the year, we organized a Legislative 
Committee which did some very effective work. The secretary 
of the committee went over a great number of bills presented in 
Sacramento and dug out I think about seventy-five which affected 
investment bankers either directly or indirectly. There were 
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certain sub-committees formed to look after the questions of 
irrigation securities and taxation, and such things as that and 
when the bills came in they were referred to the various sub- 
committees, and proper consideration was given them, and proper 
recommendations were made to the legislative committee. As 
a result of that, we were successful in staving off every bill pre- 
sented at the legislature which we thought was bad for the bond 
business, and for the people we represented, and that should not 
be passed. I think it was the California Group that first suggested 
the creation of a committee on ethics and practice and that 
committee I am glad to say in California has had practically 
nothing to do. There have been certain kinds of violation by 
syndicate dealers in California before the committee was appoint- 
ed, and we sent out circulars at the suggestion of the executive 
committee of the California Group and invited all of the syndicate 
dealers to be present, and a resolution was passed by the syndi- 
cate dealers in California, and a conmiittee on business ethics and 
practice was formed. A few dealers were not present and did 
not sign up an agreement, but they were circularized later by a 
letter, so that they signified their approval of the idea and that 
they were willing to abide by the decisions of the committee or 
else place themselves automatically in an outlaw class. We 
obtained pretty strong control of the business practice sit^ 
nation in California, and I am glad to say that there have been 
only one or two minor cases submitted to this committee. I 
don't know whether the situation there is better or worse than 
it is elsewhere in the country, but I think the effect of the com- 
mittee has been a warning to the dealers, and that it has accom- 
plished its purpose without the necessity of taking very definite 
or drastic action. 

It is realized to even have a complaint submitted before 
that committee would mean thepracticalruinationof aninvestment 
house in that section of the country, and the knowledge that they 
had been tried and found guilty of any violation of good business 
practice, or any violation of syndicate agreements woiild in itself, 
I believe, result in their early elimination from syndicates and 
their ostracism and their right and privilege to do business with 
legitimate houses. I think that situation has been fairly well 
controlled out there. I believe that the groups have stimulated 
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and inspired a great deal of interest in the national Association 
which did not before prevail. Owing to distances that separate that 
part of the country from the east the Investment Bankers Asso- 
ciation of America was more or less a name to most of the dealers 
prior to the time they had the local groups. They got the Bulle- 
TiN» to be sure, and a very few attended the conventions, but the 
workings and the meaning of the Investment Bankers Association 
of America was not made clear to the dealers in that section of the 
world until they had a local group and until the I. B. A. of A. 
functions and operations were brought more closely home. I 
think the increased interest that has beenestablishedinthenational 
Association by the formation of the local groups is pretty well in- 
dicated by the fact that there were forty delegates from the coast, 
I believe, attending this convention and when you take into ac- 
count the fact it is 2000 miles more or less from here and that a 
railroad strike threatened to intervene which might make it some- 
what difficult to get back home, I think that attendance is an in- 
dication of the interest which the dealers on the coast are taking 
in the national Association. [Applause.] 

The President: I might say by way of a side remark that Mr. 
Witter's allusion to the strike situation recalls some very interest- 
ing sessions the Board had by wire the middle of last week. The 
California Group had to start on Wednesday in order to get here 
on time and naturally they were the first ones to take the gaff on 
the situation. We decided that we would go through with it. We 
intended fuUy to go through with the convention whether there 
was a strike or not, and I think that the California delegation and 
the Pacific Northwest delegation who came with them deserve a 
great deal of credit for going through before they knew finally 
whether or not we were going to have a strike. [Applause.] The 
Eastern Penni^lvania Group, Mr. Hansell. 

EASTERN PENNSYLVANIA GROUP 

Mr. Hansell: Mr. President and Gentlemen: Our work the 
past year has consisted of about the same work that other groups 
have undertaken. We have had a Blue Sky bill proposed in the 
state legislature. We cooperated with the Western Pennsylvania 
Group and there were so many objectionable features to it that 



826 TENTH ANNUAL CONVENTION 

finally the bill was entirely dropped and will go over for a period 
of two years. We have had a great deal to do with a local organiza- 
tion called the Better Business Bureau of Philadelphia and have 
been able to keep fraudulent advertising pretty well out of the 
Philadelphia newspapers and also the newspapers around Phila- 
delphia. We have had only one general meeting but the commit- 
tees that have been appointed have been functioning very well. 

The President: I am not going to ask for any specific discus- 
sion of the questions raised in these group reports^ but if there is any 
member of each group as his particular group is caUed on the 
program, who has anything he cares to say, the Chair will be 
very glad to recognize him, and I am sure the convention will be 
glad to hear anything from him. 

MINNESOTA GROUP 

Mr. Kennedy (First National Bank of Duluth): We have 
a membership of eighteen with a possible membership of five 
additional. We have had four meetings during our year, the first 
one being the organization meeting of August, 1920. Our largest 
and most carefully attended meeting was one we had in April of 
19S1, when Mr. John Moody was the principal speaker, to which 
about five hundred of the investors and larger business men of the 
Twin Cities were invited and listened to a very interesting talk. 
In the way of our actual business or accomplishments they have 
been rather small because we have not had a great deal to 
contend with. One of the principal things that has been centered 
on in the way of activity has been the recodifying of the laws. 
We have a number of bond laws in Minnesota that are obsolete 
and when it comes to a municipal issue it takes more than a 
Philadelphia lawyer to go back and figure out how many different 
kinds of bonds can come out in one school district. By reason of 
the legislature not having made any appropriation for this work 
in 1921, we were delayed until the next succeeding session to 
get this municipal law recodified to a place where it will be opera- 
tive and efiScient. I haven't anything else. 

The President: Is Mr. Dalton of the New England Group in 
the room? Is any other of the executive committee here this 
morning? 
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NEW ENGLAND GROUP 

Mr, HaUowell: I will make a very short report for the New 
England Group, which has not been organized very long. Before 
the formal organization of the group took place a lot of the 
members formed themselves into an informal group to consider 
the Blue Sky legislation which was passed. The bill which was 
presented to the committee of the legislature was an extremely 
bad and dangerous one, so before this group organized we got 
together to fight it and to see if we could not do something with 
it. It finally resulted in the passage of a bill which is rather 
complicated but not dangerous in any respect and which may 
have the good eflFect of keeping out the crooks. So, the New 
England Group, although only organized a short time, has done 
one very substantial piece of work. The only meeting held so 
far has been a meeting at the Country Club, which happened 
about two weeks ago and was very successful, especially as a 
get-together meeting. 

The President: Is Mr. Wilkinson here, of the New Orleans 
Group, or Mr. Thome, Vice-Chairman? I presume they are so 
active in trying to keep up the fine entertainment the New Orleans 
Group is responsible for that they really ought not to be called 
upon this morning unless they desire it. Is there any one of the 
executive committee of the New York Group here this morning? 
I know Mr. Clark was detained. 

NEW YORK GROUP 

Mr, Sheldon: I was impressed yesterday with the thought 
brought forward by Mr. John Baer of Baltimore in regard to the 
necessity of constituting ourselves a vigilance committee. We 
can secure legislation good and poor but what does it amount to 
unless each one of us makes himself a vigilance committee to put 
out of business, or bring to the attention of those who are con- 
stituted a committee to look after the crook — ^bring to their 
attention the fact that he is operating. Most of the time we are 
looking at the bam door after the horse is gone, and thinking 
about the lock we should have put on. I believe that if we would, 
every one of us, call attention to the fact — and we generally 
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know every now and again of specific instances where somebody 
is doing a disreputable business and besmirching all the rest of us 
— ^and if we could all get on the vigilance committee I think we 
would do as constructive a piece of work as the Investment 
Bankers Association of America could possibly do. I want to 
thank Mr. Baer — ^him and his committee — ^who have made it so 
hot for the crooks in Maryland that they have had to adjourn 
over to the District of Columbia. 

The President: Is Mr. Powers in the room? We would like 
to hear from him in regard to the Mississippi Valley Group. 

MISSISSIPPI VALLEY GROUP 

Mr. Pofwers (Mercantile Trust Co.» St. Louis) : Mr. President 
and €rentlemen» the Mississippi Valley Group has not anything 
especially to report, except our activities in trying to counteract 
the bad effects of newspaper and magazine articles regarding the 
State of Arkansas, in which a great many St. Louis people are 
interested. We feel we have accomplished very good results in 
that respect and I am glad to say that Arkansas securities are 
coming back into their own. It might be interesting to you 
gentlemen to know that we had an investigation made of several 
of the states right around our territory, and the investigation 
developed that the tax payments this year in the State of Arkansas, 
notwithstanding the depression and the low price received for 
cotton, were better than any of the states investigated, which 
includes Ohio, Illinois, Missouri, Indiana and even Louisiana. 
We are still working on the situation and I think we have it well 
in hand and that Arkansas securities will be back in thdr own 
before the first of the year. [Applause.] 

The President: Is Mr. Tillotson, Chairman of the Northern 
Ohio Group here? We will pass that group for the moment. Mr. 
Gordon Reis, Chairman of the Ohio Valley Group has been ill and 
unable to be present. I will ask Mr. J. R. Edwards, Vice-Chair- 
man, if he has anything to report in behalf of the Ohio Valley 
Group. 

OHIO VALLEY GROUP 

Mr, Edwards (Fifth-Third National Bank, Cincinnati): 
Gentlemen in behalf of Mr. Gordon Reis, Chairman of the group 
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I am requested to make an oral report, and I find myself somewhat 
at a disadvantage. Drawing on my knowledge of what we have 
done, I wish to report that the committee on Blue Sky has co- 
operated with the state department in every particular in so far as 
we could. The committee on Business Ethics has had several 
meetings and the work is progressing very nicely. The committee 
on Legislation is having a great deal to do, for the reason the 
Ohio tax laws are not in very good shape, and I think it will be 
necessary for us to have a constitutional convention very shortly. 
That conmiittee has co5perated in giving temporary financial 
relief to various cities, due to the fact that we have the Smith one 
per cent tax law. The Committee on Government Bonds has had 
several meetings and has adopted a uniform commission which 
was suggested by the Investment Bankers Association of America. 
It has also been somewhat instrumental in cooperating to start a 
Better Business Bureau in Cincinnati, which is in process of 
formation. 

The President: Is Mr. L. E. Eyman, Chairman of the Pacific 
Northwest Group, in the room? Is Mr. Ferris, Vice-Chairman? 

PACIFIC NORTHWEST GROUP 

Mr. Ferris (Ferris & Hardgrove, Spokane) : Grentlemen, the 
Pacific Northwest Group is the youngest group, I think, so far as 
getting into action is concerned. It has only been organized now 
about six months. We have had two very active meetings. 
Our failure to organize earlier, I think, was due to the fact that 
both the States of Washington and Oregon, which constitute the 
group, had active local organizations taking care of legislation, 
but we find, in the short time we have had the organization, much 
has been gained and is to be gained by the united efiForts of the 
two states. Our membership is about thirty and they are located 
in the cities of Seattle, Spokane, and Portland. We have had 
no legislative problems to meet as an organization as yet. We 
have found that we can accomplish much by united action. The 
one point I would suggest that has not been covered is in the 
nature of publicity as a group — giving publicity to our meetings 
and to the elements that enter into the Investment Bankers 
Association of America. We could secure a great deal of publicity. 
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newspaper and otherwise, with reference to the membership and 
what we are trying to do and the standards we are trying to set. 
That has been particuUrly important to us due to conditions in 
our section, where one member of this Association failed in Port- 
Umd with nearly two million dollars liabilities, and three failures in 
Spokane in stock exchange houses. I think that by publicity we 
have done much to counteract that bad influence. We are firm 
believers in the group organization. 

The President: While it is true the Pacific Northwest Group 
was the last to organize, I think they are going to make up in 
enthusiasm and work what they have lacked in time of getting 
started. Now, we have the Rocky Mountain Group. We would 
like to hear from Mr. Wade, Secretary of the group. 

ROCKY MOUNTAIN GROUP 

Mr. Wade (Will H. Wade Co., Denver) : Mr. President and 
Members of the I. B. A. of A., the Rocky Mountain Group covers 
more territory than any other group. It is the highest group — 
in altitude — and has fewer members according to area than any 
other group. Therefore, our ofiScers and heads of committees — 
every member is on a committee — are aU very happy and aU 
jealousies have disappeared from our group, so that the committees 
are all working harmoniously. We have the Legislative Com- 
mittee and the Fraudulent Advertising Committee — and we don't 
have to watch the legislature out in our country — ^so that our 
greatest work for the coming year is going to be in the vigilance 
committee, because all the advertisements printed in Indianapolis 
are printed out in Colorado. In fact any advertisement that 
anybody wants to publish is published and the public buy, 
whether it be in connection with oil, mining or any other kind 
of advertising. They can all do business freely in Colorado and 
if you want to go out there we will be glad to have you. We have 
plenty of good meetings and have a generally good time, including 
golf matches. 

The President: I notice Mr. Tillotson, Chairman of the 
Northern Ohio Group has come into the room. 
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NORTHERN OfflO GROUP 

Mr, TiUotson: Mr. President and Gentlemen, I have been 
told to tell you that the members of the Ohio Group are in perfect 
harmony — such great harmony that we have not had very many 
meetings. In fact none of the Cleveland members or Toledo 
members or the Chairman can remember having had any meetings, 
[laughter] but the Executive Committee has had one meeting. 
Mr. Hayden and Mr. White were the only ones who attended, and 
they decided, Mr. Chairman, there was no business. I can say 
this truthfully and very seriously, that the members look forward 
with great anticipation and great pleasure to a change in the 
personnel in the group which will take place soon after this 
convention. [Laughter and applause.] 

The President: Gentlemen if it were not for the long and 
intimate and enjoyable acquaintance that the Chair has had with 
Mr. TiUotson, I think in view of the admission that has been 
made by the chairman of that group that the method of election 
of officers deserves investigation. 

The Southeastern Group. I don't see Mr. Lanahan, the 
Chairman, or Mr. Legg. Mr. Brogden is a member of the 
Executive Committee. Mr. Brogden, have you something to say 
for the Southeastern Group? 

SOUTHEASTERN GROUP 

Mr. Brogden (Strother, Brogden & Co., Baltimore): Why I 
haven't anjrthing to say. That group is formed and is operating 
successfully. It has had several meetings and everything seems 
to be working very smoothly. It has done everything it has been 
asked to do. We recently had a boat trip which was a pleasure 
trip as well as a business trip. We had a business meeting on the 
boat. Everything is working successfully. 

The President: I might say that the President had the 
pleasure of attending the organization meeting of the Southeastern 
Group and I think it was one of the best meetings of that kind that 
he has had a chance to attend during the year. The Southwestern 
Group, Mr. Prescott» Chairman. 
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SOUTHWESTERN GROUP 



Mr. PrueoU: Mr. President, the Southwestern Group, afanost 
to a man in its membership is enthusiastic for the group idea. I 
did have one or two distinguished claims of individual merit for 
the Southwestern Group which I expected to put forth, but my 
good friend. Bill Wade, has stolen some of my thunder. I did 
intend to say that we had more square miles in our group than 
any other group, but BiU Wade says his group has that distinction. 
I have not measured it up and I don't know. I also intended to 
explain that we had less per capita of investment bankws per 
square mile of group territory than any other group in the United 
States, but he makes that claim also. I have not counted thon, 
and so I can't tell. I don't know how many he has in his group 
but it is a fact, probably of his group, and certainly of ours, that 
with a territory more than 1,000 miles long, and a comparatively 
limited membership that it is difficult to get our members actuaUy 
together for meetings. It is no trouble at all to get those within 
easy reach of Kansas City, but a few of the outlying members have 
such great distances to travel that we cannot expect them to 
attend very many meetings. We have adopted one expedient 
that may be interesting and perhaps useful in Mr. Wade's group, 
although he says all is harmonious and successful out there, and 
that is we have in our by-laws a provision for referendum on all 
ordinary matters of business which come up so that we may take 
a vote on these questions without actually attending a meeting. 
We have found that quite useful a number of times in following 
out the referendum idea and it is successful. Looking at the 
matter from the standpoint of usefulness of the group idea to the 
national organization we have found the organization of these 
various committees useful when any matter of legislation was 
pending either in the states or in Washington. It is our purpose to 
have on our Legislative Committee and other important com- 
mittees one member from each of the different states in our group. 
We have four and one-half states in our group. We try to dis- 
tribute these men around where they will do the most good. 
Because of the peculiar situation of our group there is not so much 
to be gained I think in the group idea in developing interest in 
the national organization because the interest of all of our members 
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in that group in the national organization is very lively and keen, 
but I think there is a great deal to be developed through it from 
the standpoint of the national organization in affording the 
national committees and national officers the means with which 
to work over our wide territory and work effectively. In other 
words, we are organized to help and we expect to be of help all 
along the line. We had a meeting shortly after the Syndicate 
Committee made its first report and while there had been out in 
our territory more or less criticism of various things that had 
happened somewhat among our own members, the ideas suggested 
in the Syndicate Committee report were unanimously and enthusi- 
astically supported. We appointed of course under the direction 
of the Board of Governors our Committee on Business Practice. 
I am glad to say that thus far there has been no occasion for the 
invocation of the powers of that committee but it stands ready 
in case of necessity. I think that the spread of the idea has really 
done a great deal of good. Perhaps it has done all that need be 
done for the present in our territory. We have had very little in 
the line of Blue Sky work to do. No new law in Kansas which was 
the originating state of the whole Blue Sky situation. In Missouri 
a new Blue Sky law has been suggested and possibly may come 
up at the next session. That matter has been largely handled 
by the Legislative Committee of the Mississippi Valley Group 
which happens to have a very efficient chairman. We stand 
ready, of course, through our Legislative Committee, to co5perate 
whenever the proper time arrives. 

There is one matter which may be of interest to all that has 
arisen in our experience in reference to the financial side of our 
organization. We started with the idea of having an entrance 
fee to our group. We had a high opinion of the value of member- 
ship in it. We made them pay to get in, but the national organiza- 
tion has been electing quite a number of members lately, and 
after they have paid their dues to the national organization they 
hate to be touched up again for an entrance fee in the local organi- 
zation. We are rather inclined to think as a result of that that 
the local group should not have an entrance fee, that membership 
in the national organization should as a matter of course make the 
member a member of the local group. Of course to get into the 
national organization a member must first have the endorsement 



8S4 TENTH ANNUAL CONVENTION 

of the local group. I don't know what the experience of the 
other groups has been in that respect, but that is one conclusion 
that we have arrived at. [Applause.] 

The President: Of the Western Pennsylvania Group, I know 
that Mr. McEIdowney, the Chairman, is not here. I don't see 
Mr. Lyon, the Vice-Chairman. Mr. Crist, of the MeUon National 
Bank, the Secretary is here. Mr. Crist. 

WESTERN PENNSYLVANIA GROUP 

Mr. Crist (Mellon National Bank, Pittsburgh) : The Western 
Pennsylvania Group is pretty well organized and is in good shape 
financially, and as to members. The committees have not had 
very much work to do aside from the Blue Sky law which was 
threatened and in which it worked with the Eastern Pennsylvania 
Group to some good advantage. I understood this discussion was 
to be on the troubles of the groups, and I see that the troubles of all 
the groups are those which we experience, which is to get attend- 
ance at meetings. I had hoped that we would have some ideas 
of how to get the di£Ferent members to these meetings. I believe 
if we can get the members out that the work which needs to be 
undertaken can be gone through with. Like the New England 
Group we had a get-together dinner early in the spring, at which 
we had the pleasure of the attendance of our President and 
Secretary. We had one hundred eighty investment bankers and 
bankers at this dinner. Since then we have had weekly luncheons 
on Mondays at which any member, associate or active, is at 
liberty to drop in of his own accord. In that way we get together 
every Monday a group of from ten to twenty members and in this 
way are getting better acquainted and are working in a business 
way that is doing us good. I am a great believer in the national 
Association and believe that the group idea is a great thing. If 
any of these group people know of any way to get the members 
out I would be very glad to hear from them. [Applause.] 

Mr. MacOregar: Mr. President, I only want to say that the 
Western Pennsylvania Group has discussed Mr. Stevens' report 
very fully and we passed a series of resolutions at a group meeting 
recently, with reference to what we feel should be particularly 
stressed. I will read these or hand them to the Secretary if you wish. 
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The President: I think the convention would be very much 
interested in those resolutions, but may I suggest that you bring 
them in during the discussion of the next report to which I think 
they will be very pertinent. 

Mr. MacOregor: I will do that. 

The President: This brings us to the part of the program 
which calls for the report of the Syndicate Agreements Committee. 
Mr. Stevens, Chairman. 

Mr. Stevens (Illinois Trust & Savings Bank, Chicago): Mr. 
President and Gentlemen, the report of the Committee on Syndi- 
cate Agreements has not yet been printed, for the reason that the 
committee consists of nineteen members who are geographically 
so situated that it is difficult to get frequent meetings, and the 
report could not be submitted to a meeting of the committee until 
a meeting was held here in New Orleans, in the last day or two. 
It is a matter of great regret to me, and I am sure will be a matter 
of great regret to you, because it necessitates my reading the 
report, which, however, is not as long as it might be. I think the 
Committee on Syndicate Agreements, feels that it shot its bolt 
last spring, to a very great extent in a preliminary report it pre- 
pared at the time for submission to the Board of Grovemors, and 
with no other thought was by them submitted to the membership 
of the Association. The report we have now is a formal report to 
be made to the Association, and I have seen fit under these 
circumstances to very briefly review some of the things which 
we took up in the former report. I will now read the report. 
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REPORT OF COMMITTEE ON SYNDICATE 

AGREEMENTS 

In January of this year, the ftesident of the Inyettment Bankets Association 
of America completed his selection of members of the special Committee on Syn* 
dicate Agreements. Iliis committee consisted of nineteen members, very care- 
fully selected and rq>resentative of various sections of the country and various 
interests and viewpoints. 

The committee approached its problems with a thorou|^ realisation of the 
difficulties involved and the impossibility oi their solution by an arademie plan 
or a model form of syndicate agreement. It entertained the hope, however, that 
it mi^t be of some service in developing a better understanding of syndicate 
methods and performance of syndicate agreements and from time to time be able to 
make specific suggestions leading to gradual betterment of the situation. 

Not long ago the usual financial syndicate was limited to a few partners in a 
joint account, who underwrote the securities and thereafter offered them to dealers 
at wholesale for distribution by them. The recent unparalleled development of 
the scope and character of the investment business has materially changed methods 
of distribution, and syndicates now often include hundreds of widely scattered 
dealers. The number of syndicate members is indeed frequently a source of great 
embarrassment to managers. While financing has generally been in larger amounts 
this increase in distribution has apparently more than kq>t pace with the supply. 
In 19i0 about thirty representative nation-wide syndicates averaged iqiprozimatdy 
$18,000,000 each. Pkobably the originating houses and a few of the great national 
distributing houses would absorb at least one-third of this amount in their retail 
distribution. This would leave an average of about $25,000 each for the five 
hundred dealers (including nuuiy large houses) v^o are apt to be included in a 
syndicate of this sise, and most of them are almost sure to be dissatisfied with the 
sise of their participation. In justice to syndicate managers, attention should be 
called to these figures and also the relative participations in syndicates of lesser 
amounts. 

This increase in the number of syndicate members has presented many 
difficulties, some of which are inherent. It is not an easy matter to conduct a 
partnership, with its individual responsibilities and interpretations, when that 
partnership includes &ye hundred or more partners, all over the country. We 
have, in fact, largely lost sight of the old partnership idea in syndication and it has 
become more nearly a method of wholesale distribution, this being particularly 
true in the so-called "sell out*' syndicates. We do not always remember the two 
functions involved in syndicates; that of the underwriter, with the syndicate 
profit as compensation; and that of the seller, reimbursed by the selling commission; 
and that each member of a selling syndicate combines these two functions in his 
participation. 

The Committee on Syndicate Agreements had no executive or judicial author- 
ity and could only suggest and recommend lines of action and methods for con- 
sideration by the Investment Bankers Association of America and by syndicate 
managers. Its consideration has been divided into two parts; first, as to inqiroved 
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methods of syndication and understanding thereof (which could only be by sugges- 
tion), and second, as to performance of syndicate agreements when entered into 
(which it conceived to be a matter for definite action by the Association). 

The committee believed that the standards of business practice set by the 
Association and its individual members were very hi^, but that the large number 
of new houses in the business and insufficient knowledge of syndicate matters on 
the part of juniors and salesmen, even in some of the older houses, had led to some 
misunderstandings and misconceptions of syndicate practice, which it might hope 
to correct in some measure by calling specific attention of the members thereto. 

To this end, a Preliminary Report was prepared at a meeting of the committee 
in May, which was attended by fifteen out of the nineteen members. After a very 
thorough discussion, this preliminary report was submitted to the Board of Gov- 
ernors, at that time. This report suggested for the consideration of syndicate 
managers certain improvements and methods, designed to meet the most usual 
and fundamental difficulties of dealer members. These suggestions were, briefly, 
as follows: 

First. The cooperation of the syndicate managers in the selling efforts of 
the members, after the syndicate itself had been sold out, particularly with respect 
to cleaning up unsold bonds in the hands of members by the continued efforts of 
other members who had sold out, and the aDowance of the full selling commission 
thereon. It was believed that a considerable amount of the temptation to cut 
prices had resulted from the lack of this cooperation between members and their 
recognition of their partnership relation and that mutual benefit could be derived 
from all the bonds being properly distributed. We think it can be said that this 
method is being followed by some syndicate managers with exceDent results. 

Second. To meet the objection of lack of advance information and also 
coincident hours of release of syndicate offerings, occasioned by varied standards 
of time and delayed telegrams, a suggestion was made that, where possible, one 
day elapse between the date of offering of syndicate participations and the release 
thereof for public offering. 

Third. Attention was called to the necessity that houses of issue recognize 
that when they themselves entered a selling syndicate, their rights and privileges 
as to time of offering or otherwise, are exactly the same as those of other members 
of the selling syndicate. 

Fourth. The suggestion was made that syndicate managers eliminate from 
their lists those not regularly engaged in the distribution of securities and without 
proper responsibility. 

In relation to the performance of syndicate agreements and in order that 
misunderstandings might be effectively adjusted without publicity and without 
resorting to the direct preference of charges by one member against another, the 
committee suggested the establishment of Committees on Business Practice in the 
National Association and in each local group, to handle these matters and to be in 
a position to investigate rumors and reports of alleged non-performance of agree- 
ments. This was done in the belief that these matters primarily affect the members 
of local groups and that they can be most effectively handled by them. The 
object of this recommendation was that it might act as a deterrent and preventive 
measure and that the members of the Association and their juniors would recognize 
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that a standard had been set and machinery established to m^tntmin a hi^ per- 
formance of the spirit, as well as the letter, of the agreement. 

The committee urges that members use the machinery thus definitely estab- 
lished in its Preliminary Report to advise the local Committees on Business 
IVactice of apparent deviation from proper performance by any member* which 
is the only way to make the plan effective. 

The committee also recommended that syndicate managers eliminate from 
their future lists syndicate members whom they had reason to believe were not 
fully maintaining the standards of performance of syndicate agreements. Hie 
committee felt that members of this association had a ri^t to ask that such dealers 
be not included as their partners in syndicates. 

Believing that this Association stood for the hi^est type of ethics in the 
investment banking business, the committee felt it proper to specifically assert 
the canons of practice which the Association represented, and to condemn specific- 
ally any deviation therefrom, on the part of any dealers, and therefore recom- 
mended the adoption of a series of resolutions covering certain particular points 
iHiich mi^t be misunderstood. 

This report was fully discussed in the Board of Governors' meeting, was 
adopted in its entirety and was ordered sent, over the President's signature, to 
the head of each member house, with the request that it be presented by him to 
his entire organintion. 

Parenthetically, it may be said that several hundred replies were received to 
the Resident's letter, which in almost every case commended the Association for 
the definite stand it had taken and promised hearty co()peration, with, on the 
other hand, no adverse comment. These letters further showed that meetings 
of member organisations had very generally been held with a thorough discussicm 
of syndicate practice and it is believed that this dissemination of the Association's 
propaganda has been effective. Recent letters from the chairman of the local 
groups has further confirmed the committee's hope that this propaganda would 
have a deterrent effect on lax performance of agreements and that it has not been 
without material benefit. 

With relation to other questions not touched on in the committee's preliminary 
report, an important consideration is the question of sponsorship for securitiea 
offered to the public. Under the frequent necessity of speedily marketing secur- 
ities offered, individual members have bad to place much reliance on the investi- 
gation and statements made by the originating houses, who are the real sponsors 
for the securities, and the presentation of the facts relative thereto. We believe 
that this responsibility should be assumed and acknowledged by them, and inci- 
dentaDy, this is one reason for the general public advertising of the securities over 
the name of the issuing houses only, and in some sense, is an answer to the criticism 
directed against that practice. 

The issuance of bankers interim receipts has been the subject of considerable 
discussion and has formed a basis of resolutions by several of the groups, which 
have been referred to this committee. The committee is not in a position to take 
any action in this matter or do more than discuss it in a general way, at this time. 
It does believe that the indiscriminate issuance of bankers or dealers interims, 
excepting where under a strict trusteeship form, may constitute a menace to the 
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integrity of obligations delivered to customers. When a retail dealer, taking pay- 
ment in advance of receipt of securities, gives his own personal receipt for money 
advanced by the customer in the nature of a receipted bill, rather than an interim 
receipt, so that the customer understands the transaction as a receipt for money, 
that is a matter of the confidence of the buyer in the individual dealer. However, 
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This matter is to follow in after the thirteenth line from the top 
on Page 339. 

In general, the committee believes that the practice of the issuance of in- 
terim receipts should be discouraged, excepting where absolutely necessary. It 
further believes that interim receipts when issued should represent obligations 
of the borrowing company, specifically set aside against such receipts, or by 
the cash segregated in such a manner as to be distinguished from the general 
assets of the bankers issuing the receipts. The customer to whom you have 
sold bonds has the right to believe that the interim receipt which you deliver 
to him is in effect the same thing and has equal security witii the bond itself. 

Your committee further believes that the first and fundamental step which 
should be taken and which dealers may require should be that the interim receipt 
state on its face in plain terms what constitutes the security therefor and in 
what manner it is held. The Committee also believes that the syndicate letter 
and syndicate agreement constituting the contract of purchase with the dealer 
should also plainly state these facts regarding any interim receipts which may 
be issued on delivery. This would serve to give the dealer a chance to exercise 
his discretion as to his acceptance of the type of interim receipts and the standing 
of the issuers thereof before signing his contract of purchase. 

This does not solve the whole problem, but at least is a step directed towards 
any uncertainty or possible laxity in the general form of some interim receipts. 
The question is a broad one, and obviously cannot be covered by drawing a line 
as to the issuance of such receipts by incorporated trust companies as against 
private banking houses or other similar restrictions, and it involves legal ques- 
tions and the factors of a strict trusteeship as against a moral obligation, the latter 
of which would not be enforceable in case of a receivership of the banking houses 
issuing such receipt. 



The President: Gentlemen, I think the Association is to be 
congratulated upon the work that has really been accomplished 
this year, and when I say accomplished I think I am in a position 
to say that that is so, with reference to the work that has been done 
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integrity of obligations delivered to customers. When a retail dealer, taking pay- 
ment in advance of receipt of securities, gives his own personal receipt for money 
advanced by the customer in the nature of a receipted bill, rather than an interim 
receipt, so that the customer understands the transaction as a receipt for money, 
that is a matter of the confidence of the buyer in the individual dealer. However, 
when so-called bankers interims are issued for wide distribution as negotiable 
instruments and are supposed, by the buyer, to bear the same security as the 
permanent bonds for which they are exchangeable, it would be of serious con- 
sequence in case of any difficulty to the issuing house if the holders of such receipts 
would find themselves to be in the position of general creditors of the bankers, 
rather than holders of receipts against specified and designated securities held 
in trust. The obligation of the local dealer to his customer on delivering receipts 
of such character and under such circumstances might become a serious one. 

The committee believes that a step in the right direction will be taken, how- 
ever, if its recommendation is followed to the extent that there should be no mis- 
conception on the part of the dealer or his customer as to the nature of the receipt 
which he is taking in lieu of the permanent bond. 

There are a number of other factors which are the subject of frequent dis- 
cussions, such as the difficulty of dealers in getting information and returning 
their subscriptions, prior to the closing of books; delays on account of time stand- 
ards and telegraph facilities; and the desire of the local dealers to be included in 
the local advertising. There is a further and much discussed question as to the 
advisability of so-called "sell out** syndicates. In this latter is involved, in a direct 
sense, the question of partnership relation between syndicate members. The 
committee is not prepared, at this time, to more than call attention to these 
particular questions. 

In conclusion, the committee desires to emphasize again the advisability and 
necessity of keeping alive the interest in the faithful observance of the letter and 
spirit of the syndicate agreements. It respectfuUy suggests to the various Com- 
mittees on Business Practice that they have a hi^ duty to perform in this respect. 
It believes that the Association has declared itself in no uncertain terms and that 
these conunittees should see to it that the standard so announced should be main- 
tained, and that in addition to lending their honorable names to an endorsement 
of these standards, these committees should be active in perpetuating them and 
taking steps, if necessary, to make it practically impossible for members of this 
Association, or for others engaged in this line of business, to do those things which 
would reflect upon the business as a whole and would have a tendency to destroy 
the confidence of the public, which is the greatest pride and the greatest asset of 
the investment banking business. 

Respectfully submitted, 

EuGKNE M. Stevkns, Chairman, 

The President: Gentlemen, I think the Association is to be 
congratulated upon the work that has really been accomplished 
this year» and when I say accomplished I think I am in a position 
to say that that is so, with reference to the work that has been done 
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by the Syndicate Agreements Committee. If you could have seen» 
as I did, the instant response to the preliminary report of the com- 
mittee, which was sent out following the May meeting of the Board 
of Governors, you would have had a much higher opinion of the 
investment banking business than you did have when you attended 
the discussion at the Boston meeting. While this report alludes 
to the preliminary report, it contains certain further suggestions, 
and particularly the suggestion with reference to the interim 
receipts, which ought to be thoroughly discussed. The floor is 
yours gentlemen, for that purpose, and we will be very glad to 
hear from any of you. 

Mr, PrescoU: I move that the report be adopted. 

(It wa$ moved and teeonded that the report be adopted and the report tooM imat»- 
moudy adopted trithoui dieeueeion,) 

The President: Gentlemen, the next matter on the program 
is the report of the Committee on Constitution and By-Laws, Mr. 
Powers, Chairman. 

Mr, Powers: Gentlemen, I take it that you have all read 
the proposed amendments to the Constitution and By-Laws 
which have been offered and approved by the Board of Grov- 
emors. 

The President: Gentlemen, in the program of the convention, 
which you all undoubtedly have, you will find on the next to the 
last page the proposed amendments to the constitution printed 
in full. In accordance with the constitution itself, these have 
been submitted to, and adopted by the Board of Governors, and 
have been published in accordance with the constitution and they 
are now presented for your consideration. Unless there is objec- 
tion on the part of some member, of the convention, the Chairman 
of the Committee on the Constitution and By-Laws suggests the 
adoption of the proposed changes without a full reading of the same. 

(On motion, dtdy seconded the proposed changes in the Constitution and By-Laws 
were adopted without discussion) 
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AMENDMENTS TO THE CONSTITUTION 

Articles VI, Section 1, IX, Section I, and By-Laws I and 2 to 
read hereafter as follows: 

Articlv VI 

SeeHon 1, Any member failing to pay the initial membership fee, or the 
regulaf annual dues for a period of three months after receiving due notice thereof 
shall be considered as hoeing toithdravm from the Association^ but may be r«tn- 
stated upon application to the Secretary with the approval of the Chairman of the 
Membership Committee and upon payment of all dues in arrears to an amount 
not in excess of the initial membership fee provided by the By-Laws. 

Article IX 

Section 1, Immediatdy upon organising and as soon as practicable after 
each annual meeting, the President shall appoint the following committees, to 
consist of not less than fee members, vie: 

Committee on Membership 

Committee on LegidatUm 

Committee on Finance 

Committee on Auditing 

Committee on Program for Annual Meeting 

Committee on Ethics and Business Practice 

Committee on PMicity 

Committee on Revision and Amendment of Conetituiion and By-Laws 



BY-LAWS 

First: All members of the Association enrolled on or before the first day of 
January, 1913, shall be charter members. After that date there shall be a member' 
ship fee as herevnf^ter provided. The fiscal year of the Association shall com' 
mence on September first of each year, and the annual dues shall be due and payable 
on that date. 

Second: The membership of this Association shall be divided into three 
dasses, asfoUows: 

Class **A'* to consist of members doing a strictly local business. Such 
members shall not be entitled to register any branch offices without paying service 
charge. The initial membership fee of this doss shall be $160 jOO and the regular 
annual dues shall be $76j00. 

Class "B" to consist of those members who may occasionally make original 
issues of securities and who do not restrict their operations to the immediate 
territory in vMeh they are located. Such members shall be entitled to register two 
branA offices without service charge. The initial membership fee o/ this does 
shall be $300 JOO and the regular annual dues $160j00. 
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CUu$ **C* to eonMiMt cf tho$e 9temben wha»e huauuBi extenda to the mate 
frequent dutnbuHon cf original isemee of eecwriHea and is of an iniemoHonal or 
eountrp'Wide ckarader. 8udi membere ehaU he entiUed to register three brands 
offices ynthovi eereiee duvrge. The initial memberakip fee cf this dass thall be 
$600 jOO and the regular annual dues shall he $960 JOO. 

AU members shaU he enHUed to register branch offices oeer and aboee the number 
named for eadi dass, but shall he required to pag a service dutrge of ttbJW per 
annum for each brandi office so registered^ 

The President: Gentlemen, at this particular time several 
of the members of the Association who desire to have some 
discussion as to where the next convention shall be held want to 
present some facts to this Association. Mr. Tillotson. 

Mr, Tillotson: Mr. Chairman and Gentlemen, Cleveland 
invites you to the 1922 convention. We have one of the greatest 
cities in the country, a city of the greatest diversified interests. 
You notice that I wear an imitation flower. You come to Cleve- 
land and we will give you no imitations. [Laughter and applause.] 
We invite you, we don't beg of you, we don't compel you to come. 
We have ample hotel accommodations and Cleveland is within 
one night's ride of 80 per cent of the population of the United 
States and about 85 to 90 per cent of the members of this Associa- 
tion. I am going to ask the eloquent members of our delegation, 
Mr. Hayden and Mr. Otis, to second the invitation because they 
can do so very much better than I. 

Mr. Hayden: Mr. President, unless Mr. Otis takes the floor 
immediately, he being the most eloquent, I will beat him to it if 
possible. 

Mr. Otis (Otis k Co., Cleveland) : Can't we both talk and let 
the convention decide? 

Mr. Hayden: If that does not work I suggest we both sing. 
[Laughter.] 

The President: I think if both of you were to talk at once it 
would be impossible for the convention to make a decision. 

Mr. Hayden: Very seriously, Cleveland would be delighted to 
welcome the convention there. You all know that Cleveland has 
been interested in the Association from the beginning. You know 
we want you to come to see us. This morning at breakfast some- 
thing more than an intimation that a city much farther away from 
the center of the world than our own, was made, that a great effort 
was being put forth to take the convention there. As I reflected 
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upon it it seemed to me that I saw some evidence that the con- 
vention was about to respond to a great moral impulse and go 
west. I hope that impulse will be resisted, because I feel it is that 
kind of an impulse that comes immediately after something which 
is not quite so moral. I am sure that if we had a cooling time 
that you would desire to stay in the workaday world where 
you can talk business. In Cleveland we are business folk. We 
live there and do business there, and we can claim nothing for the 
city except it is the home of people who are friendly to you. We 
cannot hold out an indecent and inglorious past of any kind. 
[Laughter.] We do not ask you to come there to leave your 
money so that we may have a glorious future. We expect to 
rely upon ourselves for that, and we are not saying very much 
about our past, but I do hope that if you do conclude to come to 
Cleveland you will feel you are coming to the house of your 
friends. [Applause.] 

Mr, Otis: The suggestion of competition on my part was that 
Warren and I have always debated who was the better speaker. 
We have come to these conventions and have taken the same 
stateroom and both of us have always looked as though we en- 
joyed ourselves very much indeed. I will say that I could be the 
better listener of the two, but even that is contended. 

A word about Cleveland, simply adding that the spirit of that 
part of the country is such that right at this time I believe it 
would be a very interesting and pleasant thing to be in this great 
industrial section of the country which is to be revamped to some 
extent in this period of expansion, and it would be very interesting 
and pleasant for all the men interested in financing this country 
because it is my belief that there is going to be a great deal of 
financing done in that section of the country. I believe it would 
be a good time at this time next year for you to come to Cleve- 
land. You all know that you will be welcome. [Applause.] 

The President: Gentlemen, if the eloquence of Cleveland is 
now exhausted there are other candidates having invitations to 
present. The floor is open to them. Mr. Witter. [Applause.] 

Mr. Witter: Mr. President and Gentlemen, I have not the 
eloquence of our Cleveland delegation but I have an equally cor- 
dial invitation to extend. On behalf of California and the entire 
Pacific nortiiwest we want to invite the 1922 convention to come 
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to Califoniia. Preliminary plans have already been made which 
include a special train from Chicago which will go to California, 
and by the way, the Southern Pacific has promised us adequate 
train and dining cars to make a very comfortable trip which will 
go by way of Lake Tahoe and the Yosemite and which wiU stop 
over for a short time and visit one of the hydro-electric plants and 
the irrigated sections surrounding Fresno, and will thence go to 
Los Angeles where they will be the guests of the Los Angeles 
members of the Investment Bankers Association of America, and 
from there will go to Del Monte where the convention proper will 
be held. The plan as proposed b to finish at San Francisco for 
the final dinner at the end of the convention. It was suggested 
by somebody that Del Monte was a place where there were a lot 
of canneries. Well, I want to assiure you that Del Monte is not a 
cannery, and during the last two or three years an entirely differ- 
ent situation prevails. I want to say that the Hotel Del Monte 
has two very good golf courses and provides facilities for swimming 
and sailing and fishing and a few other things which I am sure 
will be appreciated by the visiting delegates. California has been 
intending to extend this invitation to the East to hold this 
convention in California for some time past. The war and other 
things have intervened and interfered with our plan, but we 
want now to extend a most hearty invitation for 1922. I may 
say in closing that we would like to have you come to California. 
We want to know you better. We want you to know us better. 
We want you to see something of the state while you are out 
there. 

The President: Grentlemen, is there anything further to be 
said for California? 

Mr. HaUowell: I would like to say that special train is to start 
from Boston, not Chicago. [Laughter.] 

The Preeident: The Secretary has several invitations. 

The Secretary: We have invitations from Detroit, Washing- 
ton, Colorado Springs, Merchants' Association of New York, 
and the Chamber of Commerce of Buffalo. 

TELEGRAM 

Representing thousandfl of business men in this city, members of this 
Association, the request is made that your organijEation give all possible 
encouragement and advice to its members that they travel at least one way 
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throti^ Colorado on thdr proposed convention trip to Del Monte, California, 
next year. Thank you. 

DeNYKB CmC AND CoiOiKBCIAL ASSOCIATION. Bt ArTHUR J. DODGB, 

Busineis Manager. 
TELEGRAM 

On behalf of commercial interests represented by this bureau we extend 
to the members of your honorable body a most cordial invitation to hold your 
nineteen twenty-two meeting in Detroit. Our hotel acoonunodations are ample 
and we will be pleased to make advance hotel and Auditoriimi reservations. 

DxTROiT Convention and Tottbibts Bubeau. 

TELEGRAM 

This organisation, representing the business interests of the state and city, 
wishes you to extend the Investment Bankers Assodiition of America sincere 
invitation to visit Salt Lake City enroute to their convention next year, 
which is to be held in California. A trip to the west without visiting Salt 
Lake City, the center of scenic America, is incomplete. 

CoMMXBCiAL Club, F. C. Schbamm, Presidsni. 

TELEGRAM 

Greetings! Colorado Springs extends most cordial invitation to the 
members of the Investment Bankers Association of America to visit the 
Pikes Peak Region either going to or returning from the 1922 convention in 
Del Monte, California, and view the scenic attractions for which Colorado is 
world famed. 

E. E. Jackson, Seoretary. 

TELEGRAM 

I have just been advised that the Investment Bankers Association of 
America is scheduled to meet in New Orleans this Fall, and it has occurred to 
me now that hotel conditions are normal, it would be of interest to your mem- 
bers to hold their next meeting in Washington. 

It is acknowledged by all that the Nation's Capital has more points of 
general interest than any other city in this country, and as the seat of govern- 
ment, offers opportunities of research and contact with department and bureau 
heads impossible to obtain anywhere else. 

Should this suggestion meet with your approval, I desire to place the 
facilities of the New Ebbitt, and my personal efforts, at your disposal, in 
securing suitable accommodations and meeting rooms. 

Very truly yours, 

A. Gumpkbt, Manager. 

LETTER 

The Cleveland members of the Investment Bankers Association of America 
cordiaDy invite the Association to hold its annual meeting ion 1922 in their 
home city. This invitation issues from a real desire to have the Association 
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meet in Cleveland and there recetve a hearty welcome. The Cleveland 
members venture to hope that this will be deemed abundant assurance of the 
eligibility of their city. 

Very truly yours^ 

E. 6. TiLLoraoN, Cftotmum. 
Northern Ohio Group — L B. A. of A. 

State or Utah, Exscutivb Omcm 
SaivLakxCitt 

October 27, 1921. 

Learning that the Investment Bankers Association of America plan to 
hold their next annual convention in Del Monte, California, I wish to extend, 
through you, an invitation to them to arrange their schedule so as to permit 
of a day stop over in Utah enroute. 

If they appreciate that Salt Lake City u "Turn Cbntkb or Scknic 
Amkbica,'* I feel confident that they will avail themselves of this rare oppor- 
tunity to see this section of the west. 

As the Chief Executive of the state 1 am honored in having the privilege 
to extend this invitation on behalf of the people I represent. 

True western hospitality will be shown the visitors, and you will support 
me, I believe, in the statement that the attractions offered by our state well 
merit their acceptance. 

Sincerely yours, 

Chas. R. BiABKTp Choemor. 

Mr. Paine (Union Trust Co. of Spokane): From the Pa- 
cific Northwest Group I want to suggest that we have a great 
country in the Pacific Northwest. We would like to have you 
travel by way of Portland, Seattle and Spokane. Those of us who 
come from the far west are rather surprised to find the few mem- 
bers who have been in the west, who have been west of the Missis- 
sippi River. We would like to have you come out and see our 
western country, not the southwest alone, but also the west. If 
this train could be made up and arranged the way Mr. Witter 
suggests it would permit the members of this Association to select 
their own routes, and give them an opportunity to spend a day 
or two in the parks. Glacier Park and Yellowstone Park. I am 
sure that you would find those days very interesting and very 
instructive, and at the same time you would be able to know the 
country better and to know your western friends better. We 
would like that very much. [Applause.] 

The President: Are there any other invitations? 
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Mr. Wright (Bankers Trust Company, Denver) : The people 
of Denver prevailed on the American Bankers Association in 
connection with their recent convention at San Francisco and Los 
Angeles to stop over in Denver for one day. It is a rather long 
trip to California from the east and I think that those who come 
from New York and the east would welcome a day off in Denver. 
We have some very excellent golf courses there. We would like 
very much to have you and we epctend you a cordial invitation to 
stay over one day en route, if it can be so arranged. 

Mr. Otis: I wish to say while Cleveland is nearest to every 
place in the world and anywhere else, still you can get there by 
any other route. If you want to go to California first or Texas 
and come back that way we would be just as glad to have you. 

The President: Well, gentlemen, I think that completes that 
part of our program. Under our constitution it is not in the 
power of the convention at the present time to settle the location, 
but it is to be put up to the next meeting of the Board of Govern- 
ors which will probably take place in January. 

The next business on the program is the Report of the Board 
of Governors through its Nominating Conmiittee, of which Mr. 
Hodges is Chairman. 

Mr. Hodges: Mr. President and Members: For the Board of 
Grovemors we beg to report the following nominations of candi- 
dates for the officers of the Association for the year 1921 and 19S2 : 

President: Howard F. Beebe, Harris, Forbes & Company, 
New York. 

Vice-Presidents: Thomas S. Grates, Drexel & Company, 
Philadelphia. N. Penrose Hallowell, Lee, Higginson & Company, 
Boston. R. S. Hecht, Hibemia Securities Co., Inc., New Orleans. 
John A, Prescott, Prescott & Snider, Kansas City, Mo. Eugene 
M. Stevens, Illinois Trust & Savings Bank, Chicago. 

Secretary: Frederick R. Fenton, - Fenton, Davis & Boyle, 
Chicago. 

Treasiurer: McPherson Browning, Detroit Trust Company, 
Detroit. 

Grovemors (full 3-year term) : Joseph A. Rushton, Babcock, 
Rushton & Co., Chicago. Heman Gifford, Blair & Company, Inc., 
Chicago. J. R. Edwards, Fifth-Third National Bank, Cincinnati. 
Morris F. Fox, Morris F. Fox & Co., Milwaukee. J. W. Homor, 
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Jr.» Dillon, Read & Co., New York. John W. Prentiss, Horn- 
blower & Weeks, New York. Thomas N. Dysart, William R. 
Compton Co., St. Louis. Thomas B. Gannett, Jr., Parkinson & 
Burr, Boston. 

Grovemors (to fill unexpired terms ending 1922) : Ray Morris» 
Brown Brothers & Co., New York. Julian H. Harris, Harris, 
Small & Lawson, Detroit. John W. MacGregor, Glover & Mac- 
Gregor, Pittsburgh. 

Mr. Hodges (Continuing) : Grentlemen, this completes the full 
list of candidates for the vacancies now to occur. In view of the 
fact that there is no opposition named and none has been or can 
be filed under our constitution at the present time, I move that 
the rules be suspended and that the President cast one ballot for 
the candidates as read. 

Mr. Edwards: I second the motion. 

The President: Gentlemen, you have heard the motion that 
has bden made and seconded, providing for the suspension of the 
rules and that the President cast one ballot for the election of 
these officers. Is there any discussion? If not, all those in 
favor of the motion will say "Aye." Those opposed "No.** The 
motion is carried and the President has cast the ballot in 
accordance therewith and the new officers are elected. 

Gentlemen, I am going to extend the prerogatives of the Chair, 
even if I am out of order at the present time, just for a moment. 
I want to say, and I say it with the deepest feeling, that I never 
have enjoyed a year of work in this Association as I have enjoyed 
that of the past year. It has been my great pleasure to be on the 
Board of Governors for a term and I have served in another office 
and I have served as President. There is one feeling of satis- 
faction that remains with me, gentlemen, and that is that I have 
another year, under the provisions of the constitution, on your 
Board. [Applause.] It will be with a feeling of great regret, as 
I know it has been on the part of other officers and members of 
the Board of Governors when their terms have expired, that I 
shall leave the active service of the Association. I want to say, 
however, that I know of no one who could have been chosen for 
the office of President of this Association, under whom I think 
the Association will have a finer year and will progress better, 
than under my good friend and associate, Howard F. Beebe. 
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The PresidenUEled: Gentlemen, I feel very much con- 
strained to follow the example of our Secretary and hand 
you a printed speech, in view of the very decided hit which 
that procedure made on his part. But, I understand that is 
hardly permissible, under the circumstances, so I have com- 
promised on a middle course and will burden you with just as 
short a one as the circumstances seem to permit of. Also, by 
virtue of brevity and accuracy I will take the liberty of reading it. 



S50 TENTH ANNUAL GONVENTION 



ADDRESS OF PRESIDENT-ELECT 

HowABD F. Bkebs 

is. Forbes A Co., New York 



Fellow Members and Friends: While no statement from me is 
necessary attesting my appreciation of the honor you have seen 
fit to do me in selecting me to act as leader in guiding the affairs 
and activities of our Association for the coming year, I feel that 
you should know that in accepting the nomination for the presi- 
dency I arranged for the taking from my own business the required 
time and attention necessary to the accomplishment of the duties 
of the office. 

The policies and standards set by previous administrations 
have been proved without doubt to be wise ones, and I have no 
thought of deviating from them except after the most carrful 
consideration by your Board of Grovemors. I should be brash 
ndeed if I thought that through my guidance we could surpass 
the record of achievement set in previous years, but I do hope and 
believe that with the help of our members your executive body will 
be able to continue and extend its scope of usefulness to our 
members and the investing public. 

Up to the present time the majority of our sectional groups 
have not been enough organized to function to the best advantage, 
but I feel sure that from now on they can be depended upon to 
greatly lighten the burden of work of the chairmen of our more 
active committees. Our members have always been most liberal 
with their time and efforts when called upon in the interests of our 
Association, and I am sure this will continue to be the case. 

While the past year has been one of trials and tribulations for 
many lines of business in conforming their affairs to the changing 
conditions, I believe we can safely consider that conditions are 
improving and will continue to improve, for business as a whole. 
Our own business has been more free from anxieties than for a 
number of years, and recent developments certainly indicate 
definite and continued improvement. 

Taxation, particularly that by the Federal authorities, con- 
tinues to menace business and to retard the return to a normal 
state of affairs. Methods and degrees of taxation, justifiable only 
because of and during immediate war conditions, still are with us. 



V 
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The country has reason to feel impatient at any delay in the 
correction of this all-important matter, and to insist upon the 
speedy passage of legislation to effect the desired changes. A 
makeshift revenue measure, such as is now in process of construc- 
tion, is not satisfactory and should be condemned. Those men 
in the Congress who use their position for the furtherance of selfish, 
political ends, and I refer to those of both parties, to the detriment 
of their country, are traitors to the cause of good government 
and should be so sternly rebuked from home that they will immedi- 
ately change their tactics. We all of us have a duty in this matter, 
and should not delay in attending to it. 

The statement is often heard that '*We have too many laws." 
The intention is usually to apply the criticism to the situation 
existing in a single state of our Union. As a majority of our 
members conduct their business over an eid^ended territory it is to 
our interest to have new legislation confined to as few laws as 
possible. Our group organizations can be of great help in moulding 
such laws and directing them in the right channels. Objection- 
able legislation is difficult to get rid of or to have annulled and it is 
therefore advisable to get acquainted with it at its inception. 

Situations have arisen and will continue to appear which re- 
quire co5peration with others whose point of view and contact 
are not the same as our own. In the interests of harmony we 
should, as heretofore, meet such situations in a spirit of compro- 
mise. By this I would not be understood to advocate a weaken- 
ing of position on those matters we deem of fundamental im- 
portance, for present relief from burdens and expense would be 
dearly purchased if the cost was a future untenable position. 

We enter upon our future work, a strong, virile organization, 
in numbers larger than ever, and with influence of the best and 
most far-reaching. [Enthusiastic applause.] 

Mr, Thompson (Crane, Parris & Co., Washington, D. C): 
Mr. President, may I ask the indulgence of the convention for 
just a moment. I have been requested by a number of members 
of the convention here assembled to say a word on behalf of one 
who has just stepped down from the highest office within our 
power to bestow. I fail to have command of the words that I 
would like to use, but in my feeble way I want to say that Roy 
C. Osgood [applause] has represented the Investment Bankers 
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Association of America with the greatest of credit, not to himself 
alone but to this Association, in every particular in Washington. 
I say to you gentlemen that when you come to Washington to 
discuss the affairs of this Association with any of the officers of 
either the past or present administration you get this very kind 
suggestion, '*0h, yes, I have had a talk with your Mr. Osgood 
about this matter." Mr. Osgood has been in Washington more, 
perhaps, than any other President of the Association. He has 
been there as Chairman of the Taxation Committee; he has been 
there as Vice-President and he has been there as President. He 
has given a great deal of time to the work of this Association in 
Washington and I know of it, perhaps, better than many others. 
I feel that if it were proper we should go on record with a resolu- 
tion of appreciation of his servcies, but I know that would be 
establishing a precedent. We, of course, have our old war horses 
— many of whom did very good work — ^such as our good friends 
Hayden and Hodges — ^and I know there have also been presidents 
of the Association before them who have done good work, but to 
Mr. Osgood I say that the administration in Washington, both 
past and present, has looked upon him and has taken counsel with 
him and has heeded his advice and suggestions in many instances, 
and I say to you, gentlemen, that the foundation which he has 
laid for the principles of this Association with the national Govern- 
ment will reap untold benefits to us in the future. [Applause.] 

Mr. President and Gentlemen, we have been most graciously 
entertained while in New Orleans, and I think perhaps I can say 
without contradiction that the New Orleans group have surpassed 
anything that we have ever had. [Great applause.] We are most 
grateful I am sure to Mr. Hecht and the other members in New 
Orleans, and we are also very grateful for the assistance which has 
been rendered to Mr. Hecht and his committee. I therefore 
offer the following resolution: 

Reiolved: That the Tenth Annual Convention of the Investment 
Bankers Association of America hereby expresses to the members of the New 
Orleans Group of the Investment Bankers Association of America, the New 
Orleans Clearing House Association, the members of the General Committee, 
composed of the Plresident of the New Orleans banking institutions, the 
members of the sub-committees and the ladies assisting, its deep appreciation 
for their many gracious courtesies and unbounded hospitality extended 
during this convention. 
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The Secretary of the AsBociaUon is directed to convey a copy of this 
Resolution to the New Orleans Clearing House Association. 

(A motion duly seconded was unanimously passed and the 
resolution adopted.) 

Mr. Hechi (Hibemia Securities Co. Inc., New Orleans) : On 
behalf of my associates, the presidents of the New Orleans banks, 
and the members of the stock exchange and all of our sub-com- 
mittees, I want to thank you very much for the expressions of 
appreciation which we have just heard. I want to say that it has 
been a genuine pleasure to us to have you here, and we hope that 
you will come again. 

The President: If there is no further business a motion to 
adjourn is in order. 

Mr. Thompson: I move that we adjourn. 

(The motion was seconded and carried.) 
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PREAMBLE 

In order to promote the general welfare and influence of invest- 
ment banks, or bankers, likewise banking institutions operating 
bond departments, and to secure uniformity of action, both in 
legislation and methods of handling securities together with the 
practical benefits to be derived from personal acquaintance, and 
for the discussion of subjects of importance to the banking and 
commercial interests of the country which affect the investing 
public, and for protection against loss by crime, or through willful 
and irresponsible dealers in investment securities, and to surround 
the offerings of its members with greater safeguards, we submit 
the following Constitution and By-Laws for The Investment 
Bankers Association of America. 

CONSTITUTION 

Abticle I 
Section 1. This Association shall be entitled: 

"'The Investmunt Bankers Association of Ajccrica." 

Abticle II 

Section 1, Any national or state bank, trust company, private 
banker, banking firm, or corporation, in good standing, having a 
paid-in capital of $50,000 or more, and which makes a practice of 
buying bonds or investment stocks, and publicly offers the same, 

1859] 
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as dealers ihcreiii, shaD be eli^ble to membetship in this Associa- 
tion, and upon its electicm to membership, and the pajrment of 
annual dues, and membership fee, as hereinafter provided by the 
By-Laws, shall be entitled to one del^ate to the annual meetings 
of theA8sociati<m. Any member nuty be ezpdied from this Associa- 
tion upon a vote of two-thirds of the Board of Governors. 

Section £. Branch oflioes, registered in accordance with the 
By-Laws of the Association, and not incorporated, may send <me 
del^^ste to the meetings of the Association and shall be entitled 
to all the privileges and benefits of the Association except that no 
member of the Association shall be entitled to more than one vote. 
Branch offices q[)erating as a separate corpwation shall pay the 
regular dues, and enjoy the privileges of full membership. Branch 
offices not registered in accordance with the By-Laws shaD not be 
permitted to send a delegate to the meetings of the Association or 
to hold any office, dther on a committee, or as an officer or as a 
member of the Board of Governors of the Associati<m. 

Section S, Each del^^ste representing a member shall be an 
officer or director or trustee of the institution represented, or a 
manager of the bond or investment department, or a member of a 
banking firm, or a private banker, or the manager of the in vestment 
department thereof, or a manager of a branch office. 

Section i. Delegates shall vote in person, and no del^ate shall 
be entitled to more than one vote. 

Section 6, All votes shaD be viva voce, unless otherwise 
ordered, except as hereinafter provided; any delegate may de- 
mand a division of the house. 

Article m 

Section 1, The administration of the affairs of this Association 
shall be vested in a President, five Vice-Presidents, a Secretary, a 
Treasurer and a Board of Governors of twenty-four members, 
eight of whom shall hold office for one year, eight for two years 
and eight for three years, and thereafter, eight shall be chosen at 
each annual meeting for a period of three years, or until his suc- 
cessor is chosen or appointed, and the first President of this Asso- 
ciation, at the expiration of his term of office, shall become and 
remain a member of the Board of Governors, with full voting 
power, so long as he shall continue in the bond business; and the 
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retiring President of the Association shall become an ex-officio 
member of the Board of Governors for one year inmiediately 
following his term of office, but no member of the Board of Gover- 
nors having served a full term of three years shall be eligible for 
re-election until after the expiration of one year, except as above 
provided. 

Section 2, The President shall preside at all meetings of the 
Association and of the Board of Governors, countersign all certifi- 
cates of membership, and may appoint such committees from time 
to time as may be required for the conduct of the business. 

Section 3. In the absence of the President, the Vice-Presidents 
shall perform the duties of the office of President in the order in 
which they are chosen. 

Section i. The Secretary's office shall be the principal place 
of business of this Association. The Secretary shall conduct all 
general correspondence of the Association and shall have charge 
of all files and records and shall keep the general books of account 
and shall be the custodian of the Seal of the Association. The 
Secretary shaD keep an accurate list of the members of this Associa- 
tion, and shall notify all new members when elected. He shall 
collect all dues and other moneys due the Association, and shall 
immediately turn over all moneys collected to the Treasurer. 

The Secretary shall keep a record of the proceedings of all 
meetings of the Association, and the Board of Governors, and 
perform such other duties as may from time to time be required 
by the President or the Board of Governors. 

Section 5. The Treasurer shall receive and receipt for all 
moneys collected by the Association or its officers, and shall dis- 
burse the same upon the presentation of proper voucher checks 
issued and signed by the Secretary or Assistant Secretary and 
countersigned by the President or Vice-President. He shall keep 
a correct record of and account for all moneys coming into his 
hands, and of all disbursements, and shall make a report thereof 
to the annual meeting of the Association, and to the Board of 
Governors when and as often as they may require. He shall give 
bond to the Association in such sum as the Board of Governors 
may require. He shaU deposit the funds of the Association in his 
custody in some national or state bank, or trust company, subject 
to the approval of the Board of Governors. 
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Section 6, The members of the Board of GoveniOTs shaD, as 
soon as may be after their electioii, divide themselves by ballot 
into three classes of equal number, designated as Krst, Second and 
Third Classes, of which the First Class shaD remain in office one 
year, the Second Class two years, and the Third Class three years, 
and on each annual election members of the Board of Govem<»s 
shall be elected for a term of three years to fill the vacancies of the 
retiring class, subject to the provisions of Section 1 of this Article. 

Section 7. The Board of Governors shaD determine the time 
and place of holding its meetings, and of the regular annual meeting 
of the Association, and shall have power to fill all vacancies until the 
next annual meeting, and to adopt all necessary rules for governing 
the business of this Association, and may name such appointive 
offices as may be necessary. 

Section 8. The Board of Governors may be called together at 
any time by the Secretary, at the request of five members thereof, 
or by the President, and shall be vested with full power to transact 
such business as may have been authorized by this Association, 
and shall make annual appropriation for carrying on the work of 
the committees. Any eight members of the Board shall constitute 
a quorum. 

AbticlbIV 

Section 1. The expenses of the Board of Governors of the 
Association, as well as of all officers and committees, in carrying 
out the business to be done by them, shall be provided for by 
annual dues of the members of the Association, provided, however, 
that the Board of Governors or any committee shall have no 
authority to incur or contract, on behalf of this Association, any 
liability whatever beyond the amount of the annual dues and 
moneys actually collected. 

Article V 

Section 1. Resolutions or subjects for discussion (excepting 
those referring to point of order or matters of courtesy) must be 
filed with the Secretary at least ten days before the Annual Con- 
vention, and submitted to the Board of Governors at its regular 
meeting preceding the Convention, but any person desiring to 
submit any resolution or business in open convention may do so 
upon a majority vote of the delegates present. 
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Article VI 

Section 1, Any member failing to pay the initial membership 
fee, or the regular annual dues for a period of three months after 
receiving due notice thereof shall be considered as having with- 
drawn from the Association, but may be reinstated upon applica- 
tion to the Secretary with the approval of the Chairman of the 
Membership Committee and upon payment of all dues in arrears 
to an amount not in excess of the initial membership fee provided 
by the By-Laws. 

Article VII 

Section 1. The fiscal year of this Association shall commence 
September first and end August thirty-first, and the Association 
shall meet, and the annual meeting shall be held within ninety 
days thereafter for the election of officers and members of the 
Board of Governors. The Association may also be called together 
at any time by order of the Board of Governors. 

Section 2. At all annual meetings the members of the Associa- 
tion may be represented by one delegate each. At these annual 
meetings there shall be presented for discussion such topics as 
will be of interest to the members, together with the reports of the 
officers and various standing committees, and such addresses as 
the Board of Governors may approve. 

Section 3. The Board of Governors in each year shall select 
the regular ticket of officers to be voted on at the next annual 
meeting, written notice whereof shall be given to each member of 
the Association at least thirty days prior to such election. No 
other nominations shall be voted on unless in writing, signed by at 
least ten members of the Association and filed with the Secretary's 
office at least ten days prior to such election. Written notice of 
such further nominations shall be given by the Secretary prior to 
such annual meeting. As soon as such further nominations are 
filed it shall be the duty of the Secretary to give prompt notice in 
writing to each member of the Association. 

Article VIII 

Section 1. This Constitution may be ameneded at the first 
annual meeting by resolution submitted in writing at one session 
and passed at a subsequent session, but thereafter this Constitution 
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can only be amended by written notice served on the Secretary at 
least thirty days before any annual meeting, and then submitted 
in writing to the next annual Convention of this Association, and 
passed by a two-thirds vote of all delegates present. 

Abticle IX 

Section 1. Immediately upon organizing and as soon as practi- 
cable after each annual meeting, the President shall appoint the 
following committees, to consist of not less than five members, viz: 

Committee on Membership. 

Committee on Legislation. 

Committee on Finance. 

Committee on Auditing. 

Committee on Program for Annual Meeting. 

Committee on Ethics and Business Practice. 

Committee on Publicity. 

Committee on Revision and Amendment of Constitution and 
By-Laws. 

Bt-Laws 

First: All members of the Association enrolled on or before the 
the first day of January 1913, shall be charter members. After 
that date there shall be a membership fee as hereinafter provided. 
The fiscal year of the Association shall commence on September 
first of each year, and the annual dues shall be due and payable 
on that date. 

Second: The membership of this Association shall be divided 
into three classes, as follows: 

Class " A '' to consist of members doing a strictly local business. 
Such members shall not be entitled to register any branch offices 
without paying service charge. The initial membership fee of this 
Class shall be $150.00 and the regular annual dues shall be $75.00. 

Class "B" to consist of those members who may occasionally 
make original issues of securities and who do not restrict their 
operations to the immediate territory in which they are located. 
Such members shall be entitled to register two branch offices 
without service charge. The initial membership fee of this Class 
shall be $300.00 and the regular annual dues $150.00. 

Class "C" to consist of those members whose business extends 
to the more frequent distribution of original issues of securities 
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and is of an international or country wide character. Such 
members shall be entitled to register three branch offices with- 
out service charge. The initial membership fee of this Class shall 
be $500.00 and the regular annual dues shall be $^0.00. 

All members shall be entitled to register branch offices over 
and above the number named for each class, but shall be required 
to pay a service charge of $25.00 per annum for each branch office 
so registered. 

Each member of the Association shall designate to the Secre- 
tary the class in which he desires to be included, but the Board 
of Governors or a committee thereof, in its sole discretion, shall 
have the right to reclassify any member. 

The Secretary of the Association shall keep a record showing 
the classification of each member, and a record showing registered 
branch offices, but such records shall be confidential as to the 
classification and shall not be published by the Association. 

Branch offices of members employing separate capital specifi- 
cally set aside therefor shall be considered as main offices. 

Third: The Officers, Board of Governors and Committees 
chosen or appointed at the first meeting of this Association 
shall hold office until the annual meeting of this Association in 
1918. 

Fourth: All applications for membership shall be approved by 
the Membership Committee and certified to the Secretary, who 
shall notify the applicants of their election. Upon receipt of the 
membership fee and of the first year's annual dues they shall be 
enrolled as regular members and a certificate of membership shall 
be issued, signed by the Secretary and the President, or by one of 
the Vice-Presidents. 

Fifth: No member of this Association shall use the name of 
this Association on letterheads or other advertising matter on 
penalty of a forfeiture of his membership, upon evidence being 
furnished to the satisfaction of the Membership Committee. 

Sixth: The main office of this Association shall be determined 
by the Board of Governors and shall be located in some one of the 
principal cities: New York, Chicago, Boston, Philadelphia, Pitts- 
burgh, Buffalo, Baltimore, Cleveland, Cincinnati, Toledo, Detroit, 
St. Louis, Indianapolis, Minneapolis, Milwaukee, Kansas City or 
Denver. 
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Seventh: Roberto' Rules of Order shall govern the deliberations 
of the Association. 

Eighth: These By-Laws may be repealed or amended at any 
meeting of the Association upon a nutjority vote of all delegates 
present. 
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GROUP CONSTITUTION 

RESOLUTIONS ADOPTED BY BOARD OP GOVERNORS 

Whkbxab: ltudenred(mtheonehandihatthe%ndindualm0^ 
meiU Bankers AsMciation af Ameriea be kepi in doser toiceft wUh ike poUeiei and 
work carried on by the NaHonal AeeoeUUion, and on ike other hand that the indmdual 
membere fumieh more eficieni local moMnery to carry oh local work for the National 
AeeoeiaHon, and 

Whkbxab: It is desired to make more iiffecHee the aim rf the National Aeeociation 
to promote the general welfare and influence qf ineestmeni banks, or bankersp likewise 
banking instOuHons operating bond departments^ and to secure uniformUy of actum, 
both in legislation and methods qf handling securities, togeUur with the practical bemflts 
to be derisedfrom personal aequaintance, and for the discussion of subjects qf importance 
to the banking and commercial interests qf the country whidi qffed the investing publie 
and for protection against loss by crime, or through wilful and irresponsible dealers in 
ineestment securities, and to surround the offerings qf Us members with greater safC' 
guards, now thertfore, 

Bb It Rbbolvkd: Bnlhe BoardtfCheemorsqf the Ineestment Bankers Association 
qf Ameriea that local groups be organised among the membership of this Association as 
authoriiedby the annual coneentionqf the I. B. A. qf A, held in October, 1919, 

FuBTHKB, That the attached constitution be authoriaed as the basis qf this group 
organisation, and 

FuBTHKB, That copies qf this constitution and of the ouUine attadied hereto, 
naming the groups and suggesting their membership, be printed and distributed to each 
memberqfihis Association, 

CONSTITDTION 

Article I 
SwHon 1, This Association shall be entitled: 

"The ( — ) Group op The Investment Bankers Association 
OP America. " 

Article II 

Section 1. There shall be two classes of memberships; (a) 
active memberhsip, (b) associate membership. 

Section 2. Active membership in this group shall be pre- 
determined by membership in the Investment Bankers Association 
of America. Branch houses of members of the I. B. A. of A. 
within the geographical limits occupied by the Group, which are 
represented by one or more resident partners shall be entitled to 
active voting membership. Branch houses not represented by a 
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resident partner may be permitted to vote, but only under rules 
and restrictive By-Laws as may be prescribed by the Group. 

Section S, The associate membership may be composed of 
employes of active members, each active member nominating such 
of its employes as it desires. The associate members shall have no 
right to vote or to hold office, except as members of Conmiittees 
appointed by the Chairman. 

Section i. Active members shall vote in person and such vote 
must be cast by a member of the firm, if a partnership, or by an 
executive officer or manager of the bond department, if a corpora- 
tion. No member shall be entitled to vote by proxy, or to more 
than one vote. 

Article in 

Section 1. The administration of the affairs of this Group shall 
be vested in a Chairman, Vice-Chairman, a Secretary-Treasurer; 
and an Executive Conmuttee, including these three officers and 
not less than two other active members. One member of the 
Executive Committee shall be a local member of the Board of 
Governors of the Investment Bankers Association of America, if 
there be one, and all of the officers and members of the Executive 
Committee shall be elected at the Annual Meeting and shall hold 
office for one year or until their successors are elected. The Execu- 
tive Committee shall have power to fill any vacancies. 

Section 2. The Chairman shall preside at all meetings of the 
Group. Immediately upon assuming office he shall appoint the 
following Committees, to consist of one or more members: a Com- 
mittee on Membership, Conunittee on Legislation, Committee on 
Fraudulent Advertising, Conmuttee on Ethics and Business Prac- 
tice, Committee on Meetings and Entertainments, and may appoint 
such additional committees from time to time as may be required 
for the proper conduct of the Group's activities. 

Section S. In the absence of the Chairman, the Vice-Chairman 
shall perform the duties of the office of Chairman. 

Section i. The Secretary-Treasurer shall keep complete records 
of the proceedings of all meetings of the Group. He shall also 
conduct all general correspondence of the Group and shall have 
charge of all files and records, and shall keep the general books of 
account. He shall receive and receipt for all Aoneys collected by 
the Group and shall disburse the same upon direction of the Execu- 
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tive Committee and shaU account for the same to the Group at its 
Annual Meeting. Heshallfumishcopiesof all records of the Group 
to the Secretary of the I. B. A. of A. whenever requested by him. 

Section 6. Regular meetings of the Group shall be held periodi- 
cally at such times as the Group may provide, but not less than 
once every three months. Special meetings may be called at any 
time upon notice given by two of the members of the Executive 
Conmiittee, or by notice given by one-third of the Active Member- 
ship. The notice given of each meeting shall specify whether other 
than active members solely shall be permitted to attend. 

The first meeting subsequent to the Annual Convention of the 
I. B. A. of A. shall be deemed to be the Annual Meeting of this 
Group. 

Abticlb IV 

Section 1. The expenses of the Group in carrying out the busi- 
ness to be done by them shall be provided for in such a manner as 
the Executive Conmiittee may decide. 

Article V 

Section 1. This Constitution may be amended at any regular 
meeting of the Group provided 

(a) the proposed amendment shall have first been submitted 
to and approved by the Board of Governors of the I. B. A. 
of A. at a regular meeting of said Board; 

(b) written notice of such amendment shall have been submit- 
ted to the Active Membership of the Group at least 30 
days in advance of such meeting; 

(c) such amendment is passed by two-thirds of the Active 
Members. 

Section 2. Whenever necessary, this Constitution shall be so 
amended that its provisions shall not conflict with the Constitution 
and By-Laws of the I. B. A. of A. 

Section S. In case of any disagreement between the I. B. A. of 
A. and the Group the decision of the Board of Governors of the 
I. B. A. of A. shall be final and binding upon the Group. 

Abtic^bVI 

Section 1, The^group may adopt By-Laws not inconsistent 
with this Constitution. 
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CAUFOBNU GROUP 

B. H. DiBBLBB* C/botrmaii San Fkaadsoo 

E. H. Rollins & Sons 

Ctbub Peibcb» Ftea-CAoifinan San IVandsoo 

Cynu Peiroe & Co. 

C. A. MuiiKB, 80cr0<ary-2*rea«ttr0r San Fnuiciaoo 

Girvin & Miller» Inc. 

DxAN G. WnrxB San Frandaoo 

Blyth, Witter & Co. 

R. H. MouiAOM Loa Angdea 

R. H. Moulton & Co. 

G. C. Stephens San Frandsoo 

Stephens & Company 

J. E. Jabdinb Los Angdea 

Wimam R. Staats Co. 

H.S. Boons SanFrandsoo 

National City Company 

Lkbot T. Rtomb San Franciaeo 

Ryone & Co. 

RoBBBT E. HtJMTmt Los Angdes 

Hmiter, Dnlin & Co. 

J. W. Edmimbon SanFrandsoo 

William R. Staats Co. 

CENTRAL STATES GROUP 

EuoEMS M. Stbvknb, CAoirmofi Chicago 

Illinois Trust & Savings Bank 

Frank McNaib, Kies-CAainiiott Chicago 

Harris Trust & Savings Bank 

John A. Stbvsnbon, Secreiary'Treaiurer Chicago 

Stevenson Bros. & Perry* Inc. 

J. H. Dagoctt Milwaukee 

Marshall & Ildey Bank 

W.T. Bacon Chicago 

Northern Trust Company 

C. W.SiLLB Chicago 

Halsey, Stuart & Co., Inc. 

S7S 
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FmstdF VL Clmmem Cyngo 

Pedoil Seourities Gorponlioft 
Jam J. EiiouBH Chingo 

WOfiam R. Complott Gompavy 

EASTERN PENNSYLVANIA GROUP 

E. T. SfOTBBBUKTt ffonorory dotmom Philadripiua 

Dnxd & Co. 

TfeoMiAS S. Gatbb* Ckmman Philadelphia 

Drexd&Co. 

HowABD F. 'Hajmmll, Jn^ Fto^-CAatmoii PhOaddphia 

Redmond & Co. 

RirwAWi E. NovKOMt Vie^kmrwian Philadelphia 

W. R Newboid's Son fc Co. 

Chabub p. SroKBii^ 8eerdary'Tf0anirer ' . . Philadelphia 

Janney &Co. 

J. Cbo0bt Bbown Philadelphia 

Brown Kothen k Co. 

Rcrnn* EL CAm^rt Phfladrlphia 

Canatt&Co. 

CuaoMCB L. Habfib Philadelphia 

Harper ft Tomer 

Jam J. HBNDBBaoM Philadelphia 

Newburger» HenderKxn & Loch 

Caspab W. Mobb» Phihwidphia 

EUdns, Morris k Co. 

AuBBT L. Smitb Phikdelphia 

Edward B. Smith k Co. 

T. DmrcAB Whblbb Phihwidphia 

Townsend Whden k Co. 

MICHIGAN GROUP 
ExBcunvB ComarrBB 

JuuAN H. Hahbih, CAatmoa Detroit 

Harris, Small fc Lawion 
W. G. Lbbchbn, rM»^AatrMa D«troii 

Watling, Lercfaen k Co. 
HowABO BBEmsR, Seerelarjf'Treaiurer Detroit 

Niool Ford fc Co., Inc. 
C. H. MoQBB Detroit 

Union TVust Company 
MoPlBBBaoN Bbownimo Detroit 

Detroit Trust Company 
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J.E.J.KSA1IS Detroit 

Keaiie, Higbie k Co. 

D. D. DovGiiAB Detroit 

Fint National Company 

Wabbbn H. Snow Grand Rapids 

Howe, Snow, Corrigan k Bertles 

E. F. Pkbxinb Grand Rapids 

Perkins, Everett k Gdstert 

MINNESOTA GROUP 

L. E. WAKBnxLD, Chauman Minneapolis 

WeUs-Dickey Co. 

C. O. Kaiman, Ftetf-CAmmoii St. Paul 

Kalman, Wood k Co. 

E. J. KcNNmr, Seeretafjf'Tr&uurer Diduth 

First National Bank 

H. D. TbraUi Minneapolis 

Minnesota Loan k Trust Co. 

A. A. Gbkbnman SL Paul 

Northwestern Trust Co. 

MISSISSIPPI VALLEY GROUP 

D. R. FBANcm, Jb., Chairman SL Louis 

FVancu, Bro. k Co. 

Thos. N. Dtbabt, Ftetf-CAmrsiaii St. Louis 

^f^Uiam R. Compton Company 

Tom K. SiOTHy Ssersfafy-rrsafursr St. Loms 

Kauffman-Smith-Emert k Co., Inc. 

J. Hugh Powbki SL Louis 

Mercantile Trust Co. 

Habkt F. Snz SL Louis 

Stiz&Co. 

L. J. NiooLAUB SL Louis 

Stif d-Nioolaus Investment Company 

E. J. CoflTiOAM SL Louis 

Whitaker&Co. 

W.H. BiZBT SL Louis 

G. H. Walker k Co. 

E. J. Hbtsbbbo Nashville 

Caldwell k Co. 

NEW ENGLAND GROUP 

Punt Jmweuh Ckairwian Boston 

Coffin k Burr, Inc. 

T. T. WHnmT, Jb., Ftetf-CAawwoii Boston 

Stone k Webster, Inc. 
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Abthub Psrbt, Jr., Secretaqf-Treawrer Boston 

Arthur Perry Sc Co. 

HxNBT J. Bkter Portland. Me. 

Beyer & Small 

JoBEFH J. BoDELL ProvidcDoe 

Bodell&Co. 

Tbob. B. Gannbtt Boston 

Parldnson Sc Burr 

G. P. Ga&dneb, Jr. Bostcm 

Jackson & Curtis 

Edoab C. Rttst Boston 

E. H. Bollins & Sons 

S. Howard Martin Boston 

Estabrook & Co. 

NEW ORLEANS GROUP 

C. B. Thorn, Chairman New Orleans 

Interstate Trust & Banking Co. 

Walter V. Harvxt, Vice^kairman New Orleans 

Canal-Conunercial Trust Sc Savings Bank 

JoEN Dans, S€ordarif'Trea$wrer New Orleans 

Marine Bank & Trust Company 

R.S. Hjbcht New Orleans 

Hibenua Securities Co., Inc. 

GaoROB WiLUAMB New Orleans 

Watson, Williams Sc Co. 

Jno. L. Coittubirr New Orleans 

Whitney-Central IVust Sc Savings Bank 

NEW YORK GROUP 

Arthur Sinclair, Jr., Chairman New York 

Estabrook & Co. 

Clarxson Pottsr, Vic^hairman New York 

William R. Comptcm Company 

Frank L. Scbkitet, Swretary-Treatwer New York 

Herrick & Bennett 

G. Herman Kinnicutt New York 

Kissel, Kinnicutt Sc Co. 

Rat Morris New York 

Brown Brothers & Co. 

Tbowbridgb Callawat New York 

Callaway, Fish & Co. 

EvERBTT B. SwEBET New York 

first National Bank 

RoBT. Mallort, Jr. New Y(«k 

Spenoer Trask & Co. 
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Gbo. DbB. Green New York 

W. A. Harriman k Co., Inc. 

NORTHERN OHIO GROUP 

P. T. White, CAatfffion . . . Cleveland 

Cleveland Trust Co. 

E. G. TUiLOTaoN, Viei^hamnan Cleveland 

Tillotaon & Woloott Co. 

E. S. Hanson, SeereUury-Treasurer Cleveland 

Central National Bank Savings & Trust Co. 

D. W. Mtebs Qevdand 

Hayden, Miller Sc Co. 

S.H.HOFF Toledo 

Ohio Savings Bank & Trust Co. 

OHIO VALLEY GROUP 

Edoab FmEPLANDBB, Chairman Cincinnati 

Edgar Friedlander 

John J. Rows, Vice-chairman Cincinnati 

First National Bank 

John E. Roth, Seerdary'Tnanarer Cincinnati 

Weil, Roth Sc Company 

W. D. Bbeed Cincinnati 

Breed, Elliott & Harrison 

J. R. Edwabob Cincinnati 

Fifth-Third National Bank 

B. W. Lambon Cincinnati 

Richards, Parish & Lamson 

R. W. Latlin Columbus 

City National Bank 

P. C. Swing . Cinannati 

W. E. Hutton & Co. 

R. S. Talbott Dayton 

DeWeese-Talbott Co. 

PACIFIC NORTHWEST GROUP 

Executive Committee 

Frank C. Paine, Chairman Spokane 

Union Trust Company 

WnuB K. Clabk, Vice^havman Portland 

Ladd & Tilton Bank 

R. H. MacMichael, Vie&Chairman Seattle 

Dexter Horton National Bank 

Douglas Alexandeb, Seerdary-Treasurer Seattle 

Cyrus Peirce & Co. 
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JoBL K« Fbdob SpokasK 

Ferris fc Htfdgiove 

AiiDBBW Vmcm Seattle 

John E. Moe k Co. 
CablKkutt Fortknd 

Lumbcrmeoi IVott Co. 

BOCKY MOUNTAIN GROUP 

Absbub H. Boswobib. Ckmrw^an Den' 

Bocworth, Channte & Co. 

J. WiiffBB Htbb» Vie^-Ckmrman Den 

Internationa] Trust Company 

Wni. H. Wa]ib» teftftary-rrMMrsr Den 

Win H. Wade Company 

KirBABn M« Dat Den 

Van Riper, Day k Co. 

Cbablbb T. Sdlo Den' 

Sidlo» Simons, Fds & Co. 

SOUTHEASTERN GROUP 

HoBATio L. Wbrbidob, ChmrmoH Baltiniore 

J. S. Wilson. Jr. k Co. 

Gbqbob C. CoufioM, Fte^Aatrsiaii Baltimore 

Cobton&Co. 

EuucxyiT H. WoBTBimiTON, Seerdaqf'Tfeanirer BaltinioK 

W. W. Innahan k Co. 

EuGBEVB E. Tbompbom Washington 

Crane, PanrisfcCo. 

W.CWabdiaw AtknU 

Tmst Company of Georgia 

M. H. Wniis Winston^alem 

Waciiovia Bank k Trust Co. 

JoBB G. Bbogdbn Baltimore 

Strother, Biogden k Co. 

SOUTHWESTERN GROUP 

JoBN A. Pbbboott, CktdrwMH Kansas City 

Presoott k Snider 

Gbqbob £. Pobtbb, Viee-Chainnan St. Joseph 

Ford k Porter 

M. K. Bakbb, SeoreUsry-Tnantrer Kansas City 

Guaranty Trust Company of Kansas City 

Rbbd C. Pbibbb Omaha 

Peters TVust Company 

C. C. Robbbib Oklahoma City 

Ammran National Bank 
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H.P. WuGBT KuMMCity 

H. P. Wright Investment Co. 

SuniuiiD Snaat KanaM City 

Stem Brotiien k Co. 

WESTERN PENNSYLVANIA GROUP 

ExaCUTlVB COMiaTTKS 

H. C. McEuDOWNXT, CktdrwMH Pittaburi^ 

Union Trust Compeny 

John 6. Lton, Ftetf-CAatmum Kttiburi^ 

Lyon* Singer Sc Co. 

Ebnbr Cbibt, SeereUtri^Treaiurer Kttaburi^ 

Mdkm National Bank 

Gbobob G. Appeaqatb Kttsbui^ 

Geoige G. Aj)plegate 

RoBSBT R. CioBOCiir ^ttabur^ 

Gordon & Company 

JosBFH H. HoufBi nttibin^ 

J. H. Holmes k Co. 

Baibd MrcexUi Wheeling 

BlitcheD & Stevenson, Inc. 

A.G.WB1A Pittsburg 

Wdl8» Deane k Singer 

H. £. Andsbbon Pittsburi^ 

Callaway, Fish k Co. 
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AKRON, OHIO 
*Borton & Borton 89 Main St. 

ALBANY, N. Y. 
*Trask & Co., Spencer 74 Chapel St. 

ALLENTOWN,PA. 
^McClure, Smith & Co., Inc. . . . Colonial Theater Bldg. 

ATLANTA, GA. 

Bobinson-Hiunphrey Company Citizens & Southern Bank Bldg. 

Securities Sales Co 64 Feachtree St. 

Trust Company of Georgia 53 N. Pryor St. 

AUEORA, ILL. 

Armstrong Co., W. W 18 Fox St. 

BALTDiCMElE, MD. 

Baker, Watts & Co Calvert & Redwood Sts. 

Baltimore Trust Company .... 25 E. Baltimore St. 

BarroU, Corkran & Co Stock Exchange Bldg. 

Brown & Sons, Alexander 135 E. Baltimore St. 

^assatt&Co £35 E. Redwood St. 

Colston & Co 3 N. Calvert St. 

Continental Company Continental Trust Bldg. 

Daly & Co., Owen £3 South St. 

^Dillon, Read & Co Garrett Bldg. 

Equitable Trust Company Calvert & Fayette Sts. 

Fidelity Securities Corporation Fidelity Bldg. 

Fidelity Trust Company . Charles & Lexington Sts. 

Fidier & Sons, J. H!armanus 7 South St. 

Garrett & Sons, Robert .... South & Redwood Sts. 

Hambleton & Co . 10 S. Calvert St. 

^Harris, Forbes & Co £11 E. Redwood St. 

Howard & Co., John D South & Redwood Sts. 

Lanahan & Co., W. W Calvert Bldg. 

^Leach & Co., Inc., A. B Maryland Trust Bldg. 

Mackubin, Goodrich & Co. . . . Ill E. Redwood St. 

^Branch Office. 

888 
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Mercantile Trust & Deposit Co. . . Calvert & Redwood Sts. 
♦Miller & Co 7 St. Paul St. 

Nelson, Cook & Co Calvert & Redwood Sts. 

♦Redmond & Co 19 South St. 

Scott & Son, Townsend 209 E. Fayette St. 

Strother, Brogden & Co Calvert & Redwood Sts. 

Union Trust Company of Maryland . Charles & Fayette Sts. 
♦Westheimer & Company 211 E. Redwood St. 

Wilson & Co., J. S., Jr Calvert Bldg. 

BANGOR, ME. 

Merrill Trust Company 2 Hammond St. 

BIRMINGHAM, ALA. 
Marx & Co Brown-Marx Bldg. 

BOSTON, MASS. 

♦American Express Company 43 Franklin St. 

Baker & Co., Inc., B. J 209 Washington St. 

Baker, Ayling & Young 50 Congress St. 

Blodffet&Co 60 State St. 

♦Bodeil&Co 35 Congress St. 

♦Bonbright & Company, Inc 55 Congress St. 

Bond & Goodwin 30 State St. 

♦Brown Brothers & Co 60 State St. 

Burgess, Lang & Co Sears Bldg. 

♦Chandler, Wubor & Co., Inc 185 Devonshire St. 

Chase & Co 19 Congress St. 

Co£Bn & Burr, Inc 60 State St. 

Conant & Co., A. B 95 Milk St. 

Curtis & Sanger 33 Congress St. 

Day & Co., K. L 35 Congress St. 

♦Dillon, Read & Co 19 Congress St. 

♦Doherty & Company, Heniy L 19 Consress St. 

♦Eldredge & Company 73 Water St. 

EsUbrook&Co 15 SUte St. 

Femald & Co., Geo. A 19 Milk St. 

♦Fisk & Sons, Inc., Harvey 60 State St. 

♦Goldman, Sachs & Co 60 Congress St. 

♦Grant & Co., R. M 85 Devonshire St. 

♦Guaranty Company of New York 111 Devonshire St. 

♦Halsey, Stuart & Co., Inc Ill Devonshire St. 

Harris, Forbes & Co., Inc 35 Federal St. 

♦Hayden, Stone & Co 87 Milk St. 

♦Hemphill, Noyes & Co 35 Congress St. 

Homblower & Weeks 60 Congress St. 

^Branch Office. 
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Jackson & Curtis 19 Congress St. 

Kidder, Peabody & Co 115 Devonshire St. 

^Leach & Co., Inc., A. B. ..... 209 Washington St. 

Lee, Higginson & Co 44 State St. 

Marshal & Company, Ine 70 State St. 

MerriU, Oldham & Company 35 Congress St. 

Moors & Cabot Ill Devonshire St. 

Moseley & Co., F. S 50 Congress St. 

Old Colony Trust Company 17 Court St. 

♦Paine, Webber & Co 82 Devonshire St. 

Parker & Company, Inc., C. D 67 Milk St. 

Parkinson & Burr 5S State St. 

Perry & Co., Arthur 19 Milk St. 

Ridmrdson, Hill & Co. 50 Congress St. 

Rollins & Sons, E. H 200 Devonshire St. 

Stone & Webster, Inc 147 Milk St. 

*TVask & Co., Spencer 50 Congress St. 

Tucker, Anthony & Co 53 State St. 

♦White, Weld & Co Ill Devonshire St. 

Wildes & Co., Inc., M. H 30 State St. 

Wise, Hobbs & Arnold 15 Congress St. 

BUFFALO, N. Y. 

Chambers & Co., Inc., A. L Marine Trust Bldg. 

*Fisk & Sons, Inc., Harvey 974 Ellicott Square 

O'Brian, Potter & Co., Inc 215 Main St. 

Steele, John T Fidelity Bldg. 

Victor, Hubbell, Rea & Conmion . . . 614 Ellicott Square 

CANTON, OHIO 

United Security Company . . New Vicary Bldg. 

CHARLESTON, S. C. 
Charleston Security Company 16 Broad St. 

CHICAGO, ILL. 

American Bond & Mortgage Co. . 127 N. Dearborn St. 

^American Express Company .... 82 N. Dearborn St. 

*Ames & Co., A. E Ill W. Monroe St. 

Ames, Emerich & Co 105 S. La Salle St. 

Babcock, Rushton & Co 187 S. La Salle St. 

Baker & Co., Alfred L 141 S. La Salle St. 

Baker, Fentress & Co 208 S. La Salle St. 

Bartlett & Gordon, Inc 79 W. Monroe St. 

Bartlett, Knight & Co 29 S. La Salle St. 

Becker & Co., A. G 187 S. La Salle St. 

*BnuichOflke. 
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*Blair & Co., Inc 105 S. La Salle St. 

♦Blodget&Co 79 W. Monroe St. 

Bolger, Mosser & TTiUaman 29 S. La Salle St. 

*Bonbright & Company, Inc 209 S. La Salle St. 

*Bond & Goodwin 29 S. La Salle St. 

Breed, Elliott & Harrison 105 S. La Salle St. 

Brewer & Company, F. A 208 S. La Salle St. 

Brokaw & Company 105 S. La Salle St. 

Biimham & Co., Lie, John 41 S. La Salle St. 

*BmT & Co., George H 209 S. La Salle St. 

Byllesby & Co., H. M 208 S. La Salle St. 

Central Bond & Mortgage Co. . . . 208 S. La Salle St. 

Central Trust Company of Blinob 125 W. Monroe St. 

Chapman & Co., Inc., F. W 112 S. La Salle St. 

Chicago Trust Company 7 W. Madison St. 

Childs & Co., C. F 208 S. La Salle St. 

*Compton Company, William R. . . . 105 S. La Salle St. 

Contmental and Commercial Securities Co. . 208 S. La Salle St. 

Continental and Conunercial Trust and Savings 
Bank 208 S. La Salle St. 

Corporation Securities Co 209 S. La Salle St. 

*Curtis & Sanger 129 S. La Salle St. 

Devitt, Ttemble & Co 88 S. Dearborn St. 

♦De Wolf & Company, Inc Ill W. Monroe St. 

*Dillon, Read & Co 209 S. La Salle St. 

Dodge & Ross, Inc Ill W. Monroe St. 

*Doherty & Company, Henry L. . . . 208 S. La Salle St. 

Elston, Allyn & Company 71 W. Monroe St. 

Emery, Peck & Rockwood .... 208 S. La Salle St. 

Federal Securities Corporation ... 88 S. Dearborn St. 
♦Fenton, Davis & Boyle 08 W. Monroe St. 

Fidelity Trust & Savings Bank . . Wilson Ave. at Broadway 
*First National Company {of Detroit) . . 209 S. La Salle St. 

First Trust & Savings Bank .... 56 W. Monroe St. 
*Fisk & Sons, Inc., Harvey 105 S. La Salle St. 

Freeman & Co., Walter . . Ill W. Washington St. 
^Goldman, Sachs & Co 137 S. La Salle St. 

Goodwillie&Co 112 W. Adams St. 

Gorrell & CoDopany 209 S. La Salle St. 

♦Grant & Co., R. M Ill W. Monroe St. 

Greenebaum Sons Investment Co. 11 S. La Salle St. 

♦Guaranty Company of New York . . 105 S. La Salle St. 
♦Hallgarten & Co 79 W. Monroe St. 

Halsey, Stuart & Co., Inc 209 S. La Salle St. 

♦Harriman & Co. Inc., W. A. ... 108 S. LaSalle St. 

Harris Trust & Savings Bank .... 115 W. Monroe St. 
branch OflBce. 
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"^Harris, Winthrop & Co 209 S. La SaUe St. 

Hill, Joiner & Co 105 S. La Salle St. 

Hitchcock & Co., F. B S9 S. La Salle St. 

*Hodenpyl, Hardy & Co., Inc S8 S. Dearborn St. 

Holtz & Co., H. T 39 S. La Salle St. 

*Homblower & Weeks 37 S. La Salle St. 

Illinois Trust & Savings Bank ... 233 S. La Salle St. 

lOng, Hoagland & Co 14 S. La Salle St. 

*Kissel, Kinnicutt & Co 209 S. La Salle St. 

Konsberg & Co., E. T 53 W. Jackson Blvd. 

Lacey Timber Co., Jas. D. . . . 332 S. Michigan Ave. 

*Leach & Co., Inc., A. B 105 S. La Salle St. 

*Lee, Higginson & Co 209 S. La Salle St. 

Lobdell & Co., Inc., Edwin L. . . . 209 S. La Salle St. 

Marshall Field, Glore, Ward & Co. . . 137 S. La Salle St. 

McNear & Co., C. W 76 W. Monroe St. 

Merchants Loan & Trust Company. . 112 W. Adams St. 

*Merrill, Lynch & Co 105 S. La Salle St. 

Metropolitan Company 208 S. La Salle St. 

Mitchell, Hutchins & Co., Inc. ... 209 S. La Salle St. 
*Moseley & Co., F. S. 137 S. La Salle St. 

National Bank of the Republic . 39 S. La Salle St. 

National City Bank of Chicago 105 S. Dearborn St. 

♦National City Company 137 S. La Salle St. 

Northern Trust Company 50 S. La Salle St. 

Nuveen & Co., John 38 S. Dearborn St. 

*Paine, Webber & Co 209 S. La Salle St. 

Peabody, Houghteling & Co., Inc. . . . 10 S. La Salle St. 

Pearsons-Talt Land Credit Co. . . . 105 S. La Salle St. 

Peoples Trust & Savings Bank 30 N. Midiigan Ave. 

Powell, Garard & Co 39 S. La Salle St. 

♦Ptudden&Co 108 S. La Salle St. 

*Pynchon&Co 209 S. La Safle St. 

*Rollins & Sons, E. H Ill W. Jackson Blvd. 

Ross & Co., Inc., Wm. L 108 S. La Salle St. 

Russell, Brewster & Co 116 W. Adams St. 

Rutter, Lindsay & Co., Inc 209 S. La Salle St. 

♦Second Ward Securities Co 108 S. La Salle St. 

Shapker & Company 134 S. La Salle St. 

Souders & Co., W. G 208 S. La SaUe St. 

Speer & Sons Company, H. C. . . 38 S. Dearborn St. 

Stacy &Braun 108 S. La Salle St. 

Standard Trust & Savings Bank . . . 105 W. Monroe St. 
♦Stanley & Bissell 29 S. La SaUe St. 

State Bank of Chicago .... 135 W. Washington St. 

Stevenson Bros. & Perry, Inc. . . . 105 S. La SaUe St. 
^Branch Office. 
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^Stone & Webster, Inc. 88 S. Dearborn St. 

Straus & Co., Inc., S. W 6 N.Clark St. 

Straus Brothers Company 10 S. La SaDe St. 

Taylor, Ewart & Co., Inc 105 S. La SaDe St. 

^Trask & Co., Spencer 208 S. La SaDe St. 

Union Trust Company 11 S. Dearborn St. 

Wils^ & Co., B. E Ill W. Monroe St. 

WoUenberger & Co 105 S. La SaDe St. 

Wyant&Co 108 S. La SaDe St. 

CINCINNATI, OfflO 

Atlas National Bank 518 Walnut St. 

Aub&Co., A. E Union Trust BUg. 

Ballinfler-Scheuman Company Union Trust Bldg. 

BeazeU & Chatfield Union Central BUg. 

*Breed, EDiott & Harrison 320 Walnut St. 

Brixton Bank & Trust Company Harrison & Colerain Aves. 

Central Trust Company 115 E. 4th St. 

Channer & Sawyer Union Trust Bldg. 

K!ompton Company, WiUiam R. . . . Union Trust Bldg. 

Davies-Bertram Co Mercantile library Bldg. 

^Dominick & Dominick Wiggins Block 

Fifth-Third National Bank 4th & Vine Sts. 

First National Bank 4th & Walnut Sts. 

Friedlander, Edgar First National Bldg. 

Hutton & Co., W. E First National Bldg. 

Lrwin, BaUmann & Co 8S0WahiutSt. 

Mayer & Co., J. C 818WahiutSt. 

♦Otis & Co. First National Bldg. 

Provident Savings Bank & Trust Co. 7th & Vine Sts. 

Richards, Parish & Lamson .... Union Central Bldg. 

Seasonflood & Mayer IngaUs Bldg. 

♦Stacy & Braun Union Central Bldg. 

♦TiUotson & Wolcott Company Union Trust Bldg. 

Union Savings Bank & Trust Co. 4th & Walnut Sts. 

Weil, Roth & Co 189 E. 4th St. 

Western Bank & Trust Company 12th & Vine Sts. 

Westheimer & Company 826 Walnut St. 

CLEVELAND, OHIO 

♦Blair & Co., Inc Guardian Bldg. 

Borton & Borton Hanna Bldg. 

Central National Bank Savings & Trust Co. Kirby Bldg. 

Cleveland Trust Company . . Euclid Ave. & E. 9th St. 
Dietz, William G Citiasens Bldg. 

^Brandi Office. 
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^Dillon, Bead & Co CitLEens Bldg. 

Guardian Savings & Trust Co. .... 628 Euclid Ave. 
^Harris* Forbes & Co Union Commerce Bldg. 

Hayden, Miller & Company Citizens Bldg. 

Herrick Company Cuyahoga Bldg. 

*Leach & Co., Inc., A. B Guardisji Bldg. 

Meadiam, Roland T Guardian Bldg. 

Murch Co., Maynard H. . . . Union National Bank Bldg. 
^National City Company Guardian Bldg. 

Otb & Co. 216 Siwerior Ave. 

^Richards, Parish & Lamson 681 Euclid Ave. 

Stanley & Bissell National City Bldg. 

Tillotson & Wolcott Company .... Guardian Bldg. 

Union Trust Company . . . First National Bank Bldg. 
^United Security Cfompany Leader Bldg. 

Worthington, Bellows & Co Guardian Bldg. 

COLORADO SPRINGS, COLO. 
♦Otis & Co 127 E. Pikes Peak Ave. 

COLUMBUS, OfflO 

City National Bank Gay and High Sts. 

Meeker, Claude 8 E. Broad St. 

National Bank of Commerce .... Hic^ and Spring Sts. 

Ohio National Bank High & Town Sts. 

♦Otis & Co SpahrBldg. 

DAVENPORT, IOWA 
Bechtel & Co., Geo. M 211 Brady St. 

DAYTON, OHIO 

DeWeese-Talbott Co Callahan Bank Bldg. 

♦United Security Company Reibold Bldg. 

DENVER, COLO. 

Antonides & Company U. S. National Bank Bldg. 

Bankers Trust Company 724 17th St. 

Benwell, Phillips & Company . Colorado National Bank Bldg. 

Boettcher, Porter & Co Gas & Electric Bldg. 

Bosworth & Co., Edwin M 1717 Stout St. 

Bosworth, Chanute & Co 701 17th St. 

Bullock, Calvin Colorado National Bank Bldg. 

Gregg, Whitehead & Co Fwrt National Bldg. 

International Trust Company . . . 17th & California Sts. 

♦Otis & Co EquiUble Bldg. 

^Bimiidi Office. 
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^Rollins & Sons, E. H. . . . Cor. 17th & California Sts. 

Sidlo, Simons, Pels & Co First National Bl(^. 

Van Riper, Day & Co 17th and Curtis Sts. 

Wade Company, Will H. . . . U. S. National Bank Bldg. 
Wilson, Cranmer & Company . . First National Bldg. 

DETROIT, MICH. 

*Bolger, Mosser & Willaman .... Dime Bank Bldg. 
*Bonbri^t & Company, Inc Union Trust Bldg. 

Bumpus-Hull & Company .... 161 W. Congress St. 
*Chads & Co., C. F Penobscot Bldg. 

Detroit Trust Company Fort & Shelby Sts. 

Federal Bond & Mortgage Co., Inc. . Griswold & Clifford Sts. 

Fenton, Davis & Boyle 130 W. Congress St. 

First National Company 605 Griswold St. 

*Halsey, Stuart & Co., Inc Ford Bldg. 

Harris, Small & Lawson 150 W. Congress St. 

*Homblower & Weeks Penobscot Bldg. 

Keane, Higbie & Co 481 Griswold St. 

MacCrone & Company, E. E Penobscot Bldg. 

^Merrill, Lynch & Co Penobscot Bldg. 

Moss&Co. W. E Union Trust Bldg. 

Nicol, Ford & Co., Inc Ford Bldg. 

Peoples SUte Bank Fort & Shelby Sts. 

Security Ttust Company 653 Griswold St. 

*Souders & Co., W. G Dime Bank Bldg. 

*Stacy&Braun Ford Bldg. 

Stocucard & Co., Joel Penobscot Bldg. 

^Straus Brothers Company Farwell Bldg. 

Union Trust Company Union Trust Bldg. 

Watling, Lerchen & Co 168 W. Congress St. 

Whittlesey, McLean & Co Penobscot Bldg. 

DULUTH, MINN. 

American Exchange National Bank 

Cor. 3rd Ave., W., & Superior St. 

City National Bank Superior St. and 2nd Ave., W. 

First National Bank of Duluth . 3rd Ave., W., & Superior St. 

Northern National Bank 302 W. Superior St. 

Ray & Co., Philip L AlworthBldg. 

FORT WAYNE, IND. 

Lincoln National Bank 721 Court St. 

*Straus BroUiers Company 817 Calhoun St. 

*Bniich Office. 
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GRAND RAPIDS, MICH. 

*Fenton, Davis & Boyle .... Michigan Trust Bldg. 

Howe, Snow, Corrigan & Bertles 

Grand Rapids Savings Bank Bldg. 

Kusterer & Co., A. E Michigan Trust Bldg. 

Old National Bank 177 Monroe St. 

Perkins, Everett & Geistert Michigan Trust Bldg. 

GREENSBORO, N. C. 
Henderson- Winder Company . Greensboro Nat'l Bank Bldg. 

HARTFORD, CONN. 
Barnes & Co., Roy T. H 77 Pearl St. 

HOUSTON, TEXAS 
Neuhaus & Company .... Union National Bank Bldg. 

INDIANAPOLIS, IND. 

*Breed, Elliott & Harrison Fletcher American Bldg. 

Fletcher American Company . Fletcher American Bldg. 

Fletcher Savings & Trust Co. . . Market & Penn Sts. 

Jewett & Company . Fletcher Savings & Trust Bldg. 

Sheerin and Co., Thomas D. . Fletcher Savings & Trust Bldg. 

JACKSON, TENN. 
Tigrett & Company, I. B. Market & Lafayette Sts. 

JANESVILLE, WIS. 
*Gold-Stabeck Company 15 W. Milwaukee St. 

JOHNSTOWN, PA. 

*West&Co Title, Trust & Guarantee Bldg. 

KANSAS CITY, MO. 

*Brown-Crununer Company .... First National Bldg. 
Conunerce Trust Company .... Tenth & Walnut Sts. 
Fidelity National Bank & Trust Co. . . Ninth & Wahiut Sts. 

Gary & Company, Theodore Telephone Bl(^. 

Guaranty Trust Company of Kansas City . 9 W. Eleventh St. 

Prescott & Snider First National Bldg. 

Stem Brothers & Co 1013 Baltimore Ave. 

Wright Investment Co., H. P. ... 9^ Baltimore Ave. 

LANCASTER, PA. 

*West&Co Woolworth Bldg. 

^Branch Office. 
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LIGONIER, IND. 
Slnuis Brothers Company • . . Cor. Cavin & Third Sts. 

LINCOLN, NEB. 
Lincohi Trust Company 126 N. 11th St. 

LOS ANGELES, CALIF. 

Aronscm & Compaiw* .... Herman W. HeUman Bldg. 

Banks, Huntley & Company 689 S. Spring St. 

Bayly Brothers 626 S. Spring St. 

*Blyth, Witter & Co Trust & Savings Bldg. 

*Bond & Groodwin & Tucker, Inc. . Title Insurance Bldg. 

California Bank 8th St. & Broadway 

California Company 626 S. Spring St. 

^arstens & Earles, Inc Title Insurance Bldg. 

Drake, Riley & Thomas 210 W. 7th St. 

First Securities Company . . . First Trust & Savings Bldg. 

Frick, Martin & Co Ill W. 4th St. 

*Girvin & Miller, Inc. . . . Merchants National Bank Bldg. 

Guaranty Trust & Savings Bank . . 7th & Spring Sts. 

Hunter, Dulin & Co Van Nuys Bldg. 

Lewis & Company, M. H. Citicens National Bank Bldg. 
^Merrill, Lynch & Co Van Nuys Bldg. 

Moulton & Company, R. H. . . . Title Insurance Bldg. 

^National City Company 507 S. Spring St. 

♦Peirce & Co., Cyrus 689 S. Spring St. 

*Rollms & Sons, E. H. Security Bldg. 

Security Trust & Savings Bank .... 5th & Spring Sts. 

Staats Co., Wm. R 640 S. Spring St. 

^Stephens & Company 521 S. Spring St. 

Stevens, Page & Sterling Van Nuys Bldg. 

LOUISVILLE, KY. 

United States Trust Company Fifth & Main Sts. 

Willson & Co., James C 210 S. Fifth St. 

MACON, GA. 
Davis & Co., W. M Georgia Casualty Bldg. 

MADISON, WIS. 

B,oyd Company, Joseph M 2 S. Carroll St. 

Central Wisconsin Trust Co IS. Pinckney St. 

Madison Bond Company Gay Bldg. 

MEMPHIS, TENN. 
Bank of Commerce & Trust Co 12 S. Main St. 

^Bnmch Office. 



mVESTBiENT BANKBBS ASSOCIATION OF AMERICA 898 

MILWAUKEE, WIS. 

""Ames, Emerich & Co. . . First Wisconsin Nat'l Bank Bldg. 

Best & Gagg Co 448 Broadway 

DeWolf & Company, Inc 97 Wisconsin St. 

Edgar, Ricker & Co 438 E. Water St. 

*Elston, AUyn & Company . First Wisconsin Nat'l Bank Bldg. 
*Emeiy, Peck & Rockwood .... Railway Exchange 

First Wisconsin Company 407 E. Water St. 

Fox & Co., Morris F 487 E. Water St. 

Grossman, Lewis & Co 425 E. Water St. 

*Halsey> Stuart & Co., Inc Railway Exchange 

Marshall & Ilsley Bank 415 E. Water St. 

National Bank of Commerce 105 Wells St. 

♦Pynchon & Co 861 Broadway 

Quarles & Co., Henry C Trust Co. Bldg. 

Second Ward Securities Co Third & Cedar Sts. 

MINNEAPOLIS, MINN. 

Drake-Ballard Company Palace Bldg. 

Eastman Co., William W Security Bldg. 

Gold-Stabeck Company 6£7 Second Ave., S. 

*Kaknan, Wood & Co McKni^t Bldg. 

Lane, Piper & Jaffray, Inc. First Nat'l Soo Lme Bldg. 

Lowe Co., Inc., Justus F McKnight Bldg. 

Minneapolis National Bank .... Nicollet at Lake St. 

Minneapolis Trust Company 115 S. Fifth St. 

Minnesota Loan & Trust Co. 405 Marquette Ave. 
*Paine, Webber & Company McKnight Bldg. 

Stevens & Company 529 Second Ave., S. 

Wells-Dickey Co McKnight Bldg. 

MONTREAL, QUEBEC 

Aldred & Co., Ltd Royal Trust Bldg. 

*Ames & Co., A. E Transportation Bldg. 

^Dominion Securities Corporation, Ltd. . Canada Life Bldg. 

Greenshields & Co. 17 St. John St. 

*Wood, Gundy & Company .... 157 St. James St. 

NASHVILLE, TENN. 
Caldwell & Co 214 Union St. 

NEWARK, N. J. 
Fidelity Union Trust Company 755 Broad St. 

NEW BEDFORD, MASS. 
♦Tucker, Anthony & Co 557 Pleasant St. 

^Branch Office. 
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NEW ORLEANS, LA. 

American Securities Corp*n, Inc. 619 Common St. 

Canal-Commercial Trust & Savings Bank .... 

Carondelet & Conunon Sts. 

*Compton Company, William B. . . . Hibemia Bank Bldg. 
Hibemia Securities Company, Inc. . Hibemia Bank Bldg. 

Interstate Trust & Bankmg Co. . Camp & Canal Sts. 

Marine Bank & Trust Co 219 Carondelet St. 

Mortgage & Securities Company Camp & Canal Sts. 

Newman & Sons, M. W Carondelet Bldg. 

Securities Sales Company of Louisiana, Inc. Carondelet Bldg. 

Stanton & Co., Lewis H 822 Common St. 

Sutherlin-Barry & Co., Inc Hibemia Bank Bldg. 

Watson, Williams & Co 830 Common St. 

Wheeler & Woolf oik 712 Common St. 

Whitney-Central Trust & Savings Bank .... 

St. Charles & Gravier Sts. 

NEW YORK CITY 

Aldred & Company 42 Wall St. 

American Egq)ress Company 65 Broadway 

*Ames & Co., A. E 74 Broadway 

*Ames, Emerich & Co Ill Broadway 

*Bachman & Co., H. F 61 Broadway 

Bankers Trust Company 16 Wall St. 

Bamey & Co., Chas. D 15 Broad St. 

Barr & Schmeltzer 14 Wall St. 

Barstow & Co., Inc., W. S 50 Pine St. 

^Becker & Co., A. G Ill Broadway 

Berdell Brothers Ill Broadway 

Bemhard, SchoUe & Co 14 Wall St. 

Bertron, Griscom & Co., Inc 40 Wall St. 

Bickmore & Co. A. H Ill Broadway 

Bigelow & Company 25 Pine St. 

Blau- & Co., Inc 24 Broad St. 

♦Blodget & Co 34 Pine St. 

♦Blyth, Witter & Co 61 Broadway 

*Bodell&Co 115 Broadway 

Bonbright & Company, Inc 25 Nassau St. 

Bond&Co., S. N Ill Broadway 

*Bond & Goodwin 65 Broadway 

Brown Brothers & Co 59 Wall St. 

Burr & Co., George H 120 Broadway 

♦Byllesby & Co., H. M Ill Broadway 

Byrne & Co., J. M 60 Broadway 

^BraDch QflSoe. 
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Callaway, Fish & Co. 37 Wall St. 

*Cassatt & Co 5 Nassau St. 

Chamberlain & Co.» Inc., Lawrence . .115 Broadway 
^Chapman & Co., P. W 116 Broadway 

Chase Securities Corporation 61 Broadway 

Chatham & Fhenix National Bank .... 149 Broadway 
♦Childs & Co., C. F 120 Broadway 

Clark, Dodge & Co 51 Wall St. 

*Cofl5n & Burr, Inc 61 Broadway 

Coffin & Company 34 Fine St. 

♦Compton Company, William R 14 Wall St. 

Converse & Co., A. D 5 Nassau St. 

Com Exchange Bank 13 William St. 

♦Curtis & Sanger 49 Wall St. 

Dillon, Bead & Co 28 Nassau St. 

DohCTty & Company, Henry L 60 Wall St. 

Dominick & Dominidc 115 Broadway 

Eastman, Dillon & Co 71 Broadway 

♦Edwards & Sons, A. G 38 WaU St. 

Eldiedge & Company 7 Wall St. 

Electric Bond & Shaxe Company .... 71 Broadway 

Equitable Trust Company df New York ... 37 Wall St. 
♦Estabrook & Co 24 Broad St. 

First National Bank of New York 2 Wall St. 

Fisk & Sons, Inc., Harvey 32 Nassau St. 

Goldman, Sachs & Co 60 Wall St. 

♦Graham, Parsons & Co 30 Pine St. 

Grant & Co., R. M 31 Nassau St. 

Guaranty Company of New York .... 140 Broadway 

Hallgarten & Co 5 Nassau St. 

♦Halsey, Stuart & Co., Inc 49 Wall St. 

♦Hambleton & Co 43 Exchange PI. 

Harriman & Co., Inc., W. A 25 Broad St. 

Harris, Forbes & Co 56 William St. 

Harris, Winthrop & Co 52 Broadway 

Hatch & Co., Frederic H 74 Broadway 

Hayden, Stone & Co 25 Broad St. 

Hemphill, Noyes & Co 37 Wall St. 

♦Hibemia Securities Company, Inc 17 Cedar St. 

Hill & Co., Charles W 2 Wall St. 

Hitt, Farwell & Park 160 Broadway 

Hodenpyl, Hardy & Co., Inc 14 Wall St. 

Holmes & Co., J. H 61 Broadway 

♦Homblower & Weeks 42 Broadway 

♦Hutton & Co., W. E 60 Broadway 

Irving National Bank 233 Broadway 

^Branch Office. 
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^JacksoD & Curtis 4S Excfaange PL 

Jelke, Hood & Co 40WaUSt. 

Jones & Co., Chas. H 20 Broad St. 

Kean, Taykv & Co 5 Nassau St. 

Kidder & Co., A. Bf. 5 Nassau St. 

*Kidder, Peabody & Co 18 Broad St. 

Kissel Kinnicutt & Co UWdlSt. 

Knauth, Nachod & Kuhne 120 Broadway 

Kountze Brothers 141 Broadway 

Kuhn, Loeb & Co 52 William St. 

*Laoey Timber Co.» Jas. D 850 Madison Ave. 

Ladd&Wood 7 Wall St. 

Langley & Co., W. C 115 Broadway 

Leach & Co., bic., A. B 62 Cedar St. 

*Lee, Higsinson & Co. 43 Exchange PL 

IJsman « Co., F. J 61 Broadway 

Low, Dixon & Co 37 Wall St. 

Mackay&Co 14 Wall St. 

^Marshall Field, Glore, Ward & Co 14 Wall St. 

McBee, Jones & Company 120 Broadway 

Merrill, Lynch & Co 120 Broadway 

Miller & Co 120 Broadway 

Millett, Roe & Hafen 52 William St. 

Morgan & Co., J. F 23 Wall St. 

*Moseley & Co., P. S 26 Exchange PL 

National Bank of Commerce in New York . 31 Nassau St. 
National City Company 55 Wall St. 

^Newburger, Henderson & Loeb 100 Broadway 

New York Trust Company 120 Broadway 

Nickerson, John, Jr 61 Broadway 

Paine, Webber & Co 25 Broad St. 

Parker & Company 49 Wall St. 

*Peabody, Houghtding & Co 366 Madison Ave. 

Potter & Co 5 Nassau St. 

Pouch & Company 14 Wall St. 

Pynchon & Co Ill Broadway 

Redmond & Co 33 Pine St. 

Reinhart & Bennet 52 Broadway 

Remick, Hodges & Co 14 Wall St. 

Rhoades & Company 30 Pine St. 

^Richards, Parish & Lamson 52 Broadway 

Robinson & Company 26 E«xchange PL 

"^Rollins & Sons, £. H 43 Exchange PL 

Rothschild & Co., L. F 120 Broadway 

Salomon Bros. & Hutzler 27 Pine St. 

Seasongood, Haas & Macdonald 60 Broadway 

^Bimiidi Office. 
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*Seasongood & Mayer 149 Broadway 

Seligmiui & Co., J. & W 54 Wall St. 

Smith & Co., W. £. R Ill Broadway 

Smithers & Co., F. S 19 Nassau at. 

Speyer&Co 24 Pine St. 

*Sta(7 & Braun 5 Nassau St. 

*Stone & Webster, Inc 120 Broadway 

♦Straus & Co.. Inc., S, W 505 Fifth Ave 

Strong, Sturgis & Co 36 Broad St. 

Sjutro Bros. & Co 120 Broadway 

♦Taylor, Ewart & Co., Inc 84 Pine St. 

Trask & Co., Spencer 25 Broad St. 

♦Tucker, Anthony & Co 60 Broadway 

Tumure & Co., Lawrence 64 Wall St. 

United States Mortgage & Trust Co. . . , 55 Cedar St. 

Walbridge & Co., H. D 14 Wall St. 

Watkins & Company 7 Wall St. 

♦Weil, Roth & Co 115 Oroadway 

♦Weissenfluh & Co 10 Wall St. 

White & Co., Inc., J. G 37 Wall St. 

White, Weld & Co 14 Wall St. 

Winslow, Lanier & Co 59 Cedar St. 

Wood, Gundy & Co., Lie 14 Wall St. 

Wood, Struthers & Co 5 Nassau St. 

Zinmiermann & Forshay 170 Broadway 

OAKLAND, CALIF. 

♦Shingle, Brown & Company Syndicate Bldg. 

OGDEN, XJTAH 

♦Hogle & Co., J. A EcclesBldg. 

OKLAHOMA CITY, OKLA. 

American National Bank . . . American National Bldg. 

Brooks, W. A First National Bldg. 

Edwards, R. J First National Bldg. 

Gilbert, George I Insurance Bldg. 

Honnold, C. Ed^ir First National Blc^. 

McMahan, A. J Insurance Bldg. 

OMAHA, NER 

♦Brown-Crummer Company . . First Nat'l Bank Bldg. 

First Trust Company of Omaha 
Omaha Trust Company 
Peters Trust Compai^ 
United States Trust Company 
^BnuMai Office 



First Nat'l Bank Bldg. 

17th & Famam Sts. 

Famam & 17th Sts. 

1612 Famam St. 
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OTTAWA. QUEBEC 
*Greenshields & Co Central Chamben 

PASADENA, CAUF. 

*Hunter, Dulin & Co 210 E. Colorado St. 

♦Staats Co., Wm. E. 05 S. Raymond Ave. 

FHILADELFHIA, PA. 

^American Express Company 14S S. Broad St. 

Bachman & Co., H. F 1425 Walnut St. 

*Baker, Ayling & Young Land Title Bldg. 

Barclay, Moore & Co Real EsUte Trust Bldg. 

*Bamey & Co., Chas. D. ...... 1428 Walnut St. 

Battles & Companv 131 S. Fifth St. 

*Bertron, Griscom & Co., Inc Land Title Bldg. 

Biddle & Co., Thomas A 424 Chestnut St. 

Biddle& Henry 104 S. Fifth St. 

Boles & Westwood Land Title Bldg. 

*Bonbri^t & Company, Lie 487 Chestnut St. 

*Bond & Goodwin 104 S. Fourth St. 

Brooke, Stokes & Co 140 S. Fifteenth St. 

*Brown Brothers & Co Fourth & Chestnut Sts. 

Carstairs&Co 1419 Wahiut St. 

Cassatt & Co Commercial Trust Bldg. 

Clumdler & Company, Inc Franklin Bank Bldg, 

Clark & Co., E. W 321 Chestnut St. 

^Converse & Co., A. D Conmiercial Trust Bldg. 

*Dillon, Bead & Co 1421 Chestnut St. 

^Doherty & Company, Henry L Morris Bldg. 

Drexel & Company Fifth & Chestnut Sts. 

EUdns, Morris & Co Land Title Bldg. 

Ervin & Company 1428 Wahiut St. 

Freeman & Co., M. M 421 Chestnut St. 

GeistCo., C. H Land Title Bldg. 

^Goldman, Sachs & Co 421 Chestnut St. 

Graham, Parsons & Co 435 Chestnut St. 

♦Guaranty Company of New York . . . 421 Chestnut St. 
♦Halsey, Stuart & Co., Inc 437 Chestnut St. 

Harper & Turner Stock Exchange Bldg. 

*Harrinum & Co., Inc., W. A Drexel Bldg. 

♦Harris, Forbes & Co Widener Bldg. 

Harrison, Smith & Co 121 S. Fifth St. 

♦Hemphill, Noyes & Co. Franklin Bank Bldg. 

Investment Registry of America, Inc. 608 Chestnut St. 

Janney&Co 133 S. Fourth St. 

^BranchQflice. 
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Kbndrick & Co., Geo. W., Srd .... 14S1 Walnut St. 
*Leach & Co., Inc., A. B 115 S. Fourth St. 

Morgan & Co., Beed A West End Trust Bldg. 

^National City Company 1421 Chestnut St. 

Newbold's Son & Co., W. H 511 Chestnut St. 

Newburger, Henderson & Loeb .... 1410 Chestnut St. 
♦Paine, Webber & Co 1422 S. Penn Square 

Parsly Bros. & Co 1421 Chestnut St. 

Paul & Co 1421 Chestnut St. 

Peirce & Co., Frederick 1421 Chestnut St. 

♦Powell, Garard & Co North American Bldg. 

♦Redmond & Co Broad & Sansom Sts. 

Reilly, Brock & Co 806 Chestnut St. 

♦BoUins & Sons, £. H 1421 Chestnut St. 

Smith & Co., Edward B 1411 Chestnut St. 

Stinson & Company, R. M. North American Bldg. 

Stroud & Co 1429 Wahiut St. 

West & Co 1511 Wahiut St. 

Whelen & Co., Townsend 505 Chestnut St. 

Wistar, Carter & Co North American Bldg. 

Wurts, Dulles & Co 1416 Chestnut St. 

PITTSBURGH, PA. 

Applegate, Geo. G Commonwealth Bldg. 

♦Blair & Co., Inc Standard Life Bldg. 

♦Callaway, Fish & Co Commonwealth Bldg. 

♦Cassatt&Co Union Bank Bldg. 

♦Childs & Co., C. F Keystone Bank Bldg. 

Colonial Trust Company 317 Fourth Ave. 

♦Dillon, Read & Co Union Bank Bldg. 

Glover & MacGregor 845 Fourth Ave. 

Gordon & Co Union Bank Bldg. 

♦Graham, Parsons & Co Peoples Bldg. 

♦Guaranty Company of New York .... Ohver Bldg. 

♦Harris, Forbes & Co Conunonwealth Bldg. 

♦Hohnes & Co., J. H Union Bank Bldg. 

♦Kean, Taylor & Co 244 Fourth Ave. 

♦Lee, Higginson & Co Commonwealth Bldg. 

Lyon, Singer & Co Commonwealth Bldg. 

Mellon National Bank 514 Smithfield St. 

Moore, Leonard & Lynch Frick Bldg. 

Pittsburg Trust Company 323 Fourth Ave. 

♦Redmond & Co Union Arcade Bldg. 

Stout & Company Union Bank Bldg. 

Union Trust Company 337 Fourth Ave. 

Wells, Deane & Singer Union Arcade Bldg. 

♦BnmdiQflfee. 
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PORTLAND, ME. 

B^er& Small 208 Middle St. 

Bird & Co., Maynard S 1120 Exchange St. 

Gilman & Co., Chas. H 186 Middle St. 

Hammons & Co., W. S 120 Exchange St. 

"^Hornblower & Weeks 78 Exchange St. 

*Lee, Higginson & Co 184Mid<UeSt. 

Payson & Co., H. M 98 Exchange St. 

PORTLAND, ORE. 

*Blyth, Witter & Co Yeon Bldg. 

*Bond & Goodwin & Tucker, Inc. . U. S. National Bank Bldg. 

Clark, Kendall & Co., Inc Fifth & Stark Sts. 

Deveieaux & Co., E. L. 87 Sixth St. 

Freeman, Smith & Camp Co Fifth & Stark Sts. 

Ladd & Tilton Bank Third & Washington Sts. 

Lumbermens Trust Company . Broadway & Oak St. 

Miller & Co., G. E Northwestern Bank Bldg. 

^National City Company of California .... Yeon Bldg. 

Robertson & Ewing .... Northwestern Bank Bldg. 
*Rollins&Sons, E.H Couch Bldg. 

Schneeloch Co., Ralph Lumbermens Bldg. 

Western Bond & Mortgage Co 80 Fourth St. 

PROVIDENCE, R. L 

Bodell&Co 10 Weybosset St. 

♦EsUbrook&Co HospiUl Trust Bldg. 

*Homblower & Weeks Grosvenor Bldg. 

READING, PA. 
♦Clark & Co., E. W Berks Co. Tr. Bldg. 

RICHMOND, VA. 

♦Miller & Co 1108 E. Main St. 

Nolting & Co., Frederick E 907 E. Main St. 

ROCHESTER, N. Y. 
♦Chambers & Co., Inc., A. L Cutler Bldg. 

ST. JOSEPH, MO. 

Ford & Porter Eighth & Francis Sts. 

ST. LOUIS, MO. 

Anderson & Co., Lorenzo E 810 N. Eighth St. 

♦Becker & Co., A. G Boatmen's Bank Bldg. 

♦Burr & Company, George H. . . . Third Nat'l Bank Bldg. 

^Branch Office. 
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♦Caldwell & Co. . Security Bldg. 

Compton Company, William R. . 7th & Locust Sts. 

Daly, Seddon Company . Nat*l Bank of Conmierce Bldg. 

Edwards & Sons, A. G 412 Olive St. 

Francis, Bro. & Co 214 N. Fourth St. 

Friedman, D'Oench & Duhme .... 507 Locust St. 
♦Halsey, Stuart & Co., Inc Security Bldg. 

Kauffman-Smith-E^ert & Co., Inc. . Security Bldg. 

Lafayette-South Side Bank Broadway and Lafayette Ave. 
♦Leach & Co., Inc., A. B Security Bldg. 

Liberty Central TVust Company . Broadway & Olive St. 

Little, Vardaman & Bitting, Inc 408 Olive St. 

Mercantile Trust Company 721 Locust St. 

Mississippi Valley Trust Company Fourth & Fine Sts. 

Mortgage Trust Company Broadway & Locust St. 

Nationfu Buik of Conunerce .... Broadway & Olive St. 
♦Nickerson, John, Jr 314 N. Broadway 

Orthwein, Walter E 220 N. Fourth St. 

Potter, Kauffman & Co 511 Locust St. 

♦Prudden&Co 408 OUve St. 

Smith, Moore & Co 600 Olive St. 

Steinbei^ & Co., Mark C 300 Broadway 

Stifel-Nicolaus Livestment Company . 314 N. Broadway 

Stix&Co 600 OUve St. 

Theis & Diestelkamp Inv. Co La Salle Bldg. 

Thomson & Co., Lewis W Security Bldg. 

Walker & Co., G. H Broadway & Locust St. 

WhiUker&Co 300 N. Fourth St. 

ST. PAUL, MINN. 

Capital Trust & Savings Bank Fifth & Roberts Sts. 
♦Eastman Co., William W Pioneer Bldg. 

Kalman, Wood & Co Endicott Bldg. 

♦Lane, Piper & Ja£fray, Inc. . Merchants National Bank Bldg. 

Merchants Trust & Savings Bank 

Merchants National Bank Bldg. 

Northwestern Trust Company .... 344 Jackson St. 

♦Stevens & Company Pioneer Bldg. 

♦Wells-Dickey Co 136 Endicott Arcade 

Wight-Phinney Co 93 E. Fourth St. 

SALT LAKE CITY, UTAH 

Hogle & Co., J. A 160 Main St. 

Palmer Bond & Mortgage Co. Walker Bank Bldg. 

SAN ANTONIO, TEXAS 

Jarratt & Co., J. E Bedell Bldg. 

*Bnuich QflSoe. 
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SAN DIEGO, CAUP. 
Stephens & Company Union Bldg. 

SAN FRANCISCO, CAUP. 

Anglo & London Paris Natl Bank .... 1 Sansome St. 

Bank of California, N. B. A. .... 400 Calif omia St. 

Bank of Italy 4 Montgomery St. 

Barth&Co., J 482 C^omia St. 

^Becker & Co., A. G First National Bldg. 

^Blair & Co., Inc 454 Calif omia St. 

Blyth, Witter & Co Merchants Exchange Bldg. 

Bond & Goodwin & Tucker, Inc 

American National Bank Bldg. 

Bradford, Weeden & Co 433 Calif omia St. 

Brown & Co., P. M. Pirst National Bldg. 

*Burr & Co., George H Kohl Bldg. 

^Carstens & Earles, Inc Insurance Bldg. 

^Preeman, Smith & Camp Co. Pirst National Bldg. 

Girvin & Miller, Inc Kohl Bldg. 

^Hunter, Dulin & Co. . American National Bank Bldg. 

McDonnell & Co 335 Montfi^mery St. 

Mercantile Trust Company 464 Cauf omia St. 

^Moulton & Company, K. H. . American National Bank Bldg. 

National City Company of California . 424 California St. 

Peirce & Co., Cyrus 433 California St. 

^Rollins & Sons, E. H 300 Montgomery St. 

Ryone & Co 405 Montgomery St. 

Schwabacher & Co 665 Market St. 

Shingle, Brown & Company California & Sansome Sts. 

♦Staats Co., Wm. R 477 California St. 

^Stephens & Company .... Merchants National Bldg. 

Strassbiu'ger & Company .... 133 Montgomery St. 

Sutro & Co 410 Montgomery St. 

SAVANNAH. GA. 

Citizens & Southern Bank 22 Bull St. 

SCRANTON, PA. 

Brooks & Co., J. H 423 Spmce St. 

^Cassatt & Company Traders National Bank Bldg. 
*Gold-Stabeck Company Scranton Life Bldg. 

Weissenfluh & Co Mears Bldg. 

SEATTLE, WASH. 

♦Blyth, Witter & Co Alaska Bldg. 

♦Bond & Goodwin & Tucker, Inc Hoge Bldg. 

^Branch Office. 
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♦Burr & Co., George H Hoge Bldg. 

Carstens & Elarles, Inc Lowman Bldg. 

Dexter Horton National Bank .... 704 Second Ave. 

Ferris & Hardgrove Hoge Bldg. 

♦Girvin & Miller, Inc 1108 Second Ave. 

Herrin and Rhodes, Inc 119 Cherry St. 

♦Lumbermens Trust Co. (o/ Portland) .... Hoge Bldg. 

♦Miller & Co., G. E. Hoge Bldg. 

♦National City Company of California .... Hoge Bldg. 

Northwest Trust and State Bank Second Ave. & Madison St. 
♦Peiroe & Co., Cyrus Hoge Bldg. 

Price & Co., John E 2nd Ave. & Columbia St. 

Seattle National Bank 2nd Ave. & Columbia St. 

Union National Bank 2nd Ave. & Cherry St. 

SHARON, PA. 

First National Bank 11 W. State St. 

SPOKANE, WASH. 

Ferris & Hardgrove Paulsen Bldg. 

Murphey, Favre & Co Sherwood Bldg. 

Spokane & Eastern Trust Co. .Howard St. & Riverside Ave. 
Union Trust Company of Spokane . Old National Bank Bldg. 

SPRINGFIELD, MASS. 
♦Estabrook & Co 387 Main St. 

SPRINGFIELD, OHIO 
♦United Security Company Fairbanks Bldg. 

SUNBURY, PA, 
McClure, Smith & Co., Inc First National Bldg. 

TOLEDO, OHIO. 

Bell & Co., A. T Second National Bldg. 

Bell & Beckwith ......... Gardner Bldg. 

Commerce Guardian Trust & Savings Bank 514 Madison Ave. 

Graves, Blanchet & Thomburgh Gardner Bldg. 

Ohio Savings Bank & Trust Co. . Madison Ave. & Superior St. 

Prudden & Company Nasby Bldg. 

♦Pynchon & Co. ^ 511 Madison Ave. 

Spitzer & Co., Sidney Spitzer Bldg. 

♦Stacy & Braun Second National Bldg. 

Terry, Briggs & Company . . ... . . . Ohio Bldg. 

Tucker, Robison & Co S07 Superior St. 

^Branch Office. 
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TORONTO, ONT. 

Ames & Co., A. E. 5SEjngSt., W. 

Canada Bond Corporation, Ltd 14 King St., E. 

Daly & Co., R. A. Bank of Tcmmto Bldg. 

Dominion Securities Corporation, Ltd. . 26 King St., E. 

^Greenshields & Co 14 King St., E. 

Wood, Gundy & Company 36 King St, W. 

VICTORIA, B. C. 
*Ames & Co., A. E 810 Belmont House 

WARREN, PA. 
^McClure, Smith & Co., Inc. • • • Struthers library BMg. 

WASHINGTON, D. C. 

^Bertron, Griscom & Co., Inc. .... Southern BMg. 

Crane, Parris & Co 828 15th St., N.W. 

*Redmond&Co 927 15th St., N.W. 

WHEELING, W. VA. 
Mitchell & Stevenson, Inc 57 Twelfth St 

WICHITA, KAN. 
Brown-Crummer Company Schweit^ Bldg. 

WILKES-BARRE, PA. 
^Weisselfluh & Co Miners Bank Bldg. 

WINNIPEG, MANITOBA 
*Wood, Gundy & Company, Ltd. • • • • Lindsay Bldg. 

WINONA, MINN. 
Merchants Trust Company 106 E. Third St. 

WmSTON-SALEM, N. C. 
Wachovia Bank & Trust Co. .... Main & Third Sts. 

WORCESTER, MASS. 

^Jackson & Curtis State Mutual Bldg. 

^Branch Office 
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